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Behind the 


INCE Congress assembled it has done a great deal of 
G crcitabe work, but more recently it succeeded in nulli- 

fying some of the good effects of its earlier accomplish- 
ments. The bond market has reflected with great sensitive- 
ness the abrupt shift in Congressional attitude and cor- 
porate obligations have given up the gains they had scored, 
although Government bonds and certain other tax-exempt 
issues have been more resistant to the forces making for de- 
clines in other sections of the list. 

Out of Washington have come the following develop- 
ments adversely affecting the bond market: (1) grudging 
approval by the Interstate Commerce Commission of the 
applications for loans filed with the Reconstruction Finance 
Corporation by some railroads; (2) delay in enacting the 
new revenue bill; (3) the proposed increase in surtaxes, 
which would penalize corporate securi- 
ties and magnify the tendency of capi- 
tal to take refuge in tax-exempt obliga- 
tions; and (4) the threat contained in 
the Glass bill that bank holdings of 
bonds would have to be liquidated and 
the capital market disorganized. 

Surely it is a curious state of affairs 
when one group of Senators is fostering 
legislation designed to restrict the 
amount of long-term loans which a 
bank can make, and another group is 
assailing the banks for seeking to have 
the Reconstruction Finance Corpora- 
tion participate in short-term loans 
which are rapidly attaining the long- 
term status. No satisfactory answer has 
yet been given in the negative to the 
contention that, if it was in the public interest to keep 
freight rates low when times were good, it is then fair to 
ask the public interest, through the Reconstruction Finance 
Corporation, to share part of the inevitable consequences 
of that policy, which prevented the carriers from building 
up a surplus to tide them over the bad years. 


N recent months Washington has been critical also of 

the foreign loans floated here by international bankers, 
and at the same time the denunciation of our foreign loan 
policy has not died down abroad. On the one hand, some 
members of Congress are offended that Wall Street made 
so many loans abroad, but on the other hand, parts of 
Europe hold that we did not make enough loans. It can be 
seen, therefore, that there is little chance of pleasing both 
sets of critics. In such a situation one might guess that the 
truth lies somewhere between these opposing viewpoints, 
and closer inspection of the situation tends to bear out this 
surmise. 

As for the charge that our rate of lending abroad is too 
irregular to make for world business stability, the figures 
are not available to support this viewpoint entirely, since 
the important money markets have not yet advanced to the 
point where they collect and publish complete data on the 


Bond News 


net foreign position. The Macmillan report issued in Lon- 
don last summer stated pointedly the case for gathering 
and publishing full data on the British position with re- 
spect to short-term funds; the figures on long-term issues 
are already available. The Federal Reserve Bank of New 
York is in possession of the essential information about this 
country’s short- and long-term position, but it has not seen 
fit to share these data with the public. 

On the basis of known facts, however, the London mar- 
ket hardly comes off any better than New York. From 1925 
to 1928 there was offered in London a total of £482,000,000 
of foreign loans, or an annual rate of £120,000,000. In 1929 
the London market was in some difficulty because of the 
tight money condition which speculation in New York was 
causing. Yet in that year £94,000,000 of foreign loans was 

floated in London, equal to 78.3 per cent 
of the average for the previous four 
years. 


N comparison with that record the 

United States supplied a total of 
$4,789,000,000 of long-term capital to 
foreign countries in the period from 
1925 to 1928, with the yearly average 
$1,197,000,000. In 1929, however, the 
foreign long-term offerings in this coun- 
try, on account of the stiffening of 
money rates, dropped to $671,000,000, 
or just 56 per cent of the normal aver- 
age for the four years immediately pre- 
ceding. In 1930 the showing of this 
country in the long-term foreign loan 
field was $905,000,000 of offerings, as 

compared with £109,000,000 in London. 

In this comparison London appears to emerge with the 
better showing. It would seem that Britain did not treat 
her debtors over-indulgently one year on long-term and 
stint them the next quite to the extent that this country 
did. And yet on short-term account the United States can 
present a record which the foreign critics must confess to 
be rather creditable. 

When the hardening in money rates in 1929 virtually 
closed the market to long-term foreign bond issues we find 
that American bankers offset this development by increas- 
ing their short-term extensions to Europe and other parts 
of the world. Thus, through the acceptance market, $174,- 
000,000 more credits were supplied to foreign interests in 
1929 through an increase in bills drawn on goods stored in 
or shipped between foreign countries. In the same year we 
find American bankers extending $30,000,000 more abroad 
by means of bills drawn to create dollar exchange. 

While long-term foreign loans floated here in 1929 fell 
$526,000,000 below normal for the period from 1925 to 
1928, we find this shortage compensated for to the extent 
of $204,000,000 by known increases in short-term ad- 
vances. These advances do not, of course, tell the whole 
story. As was publicly dis- (CONTINUED ON PAGE 731) 
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PHILADELPHIA 


Keystone of Trade in an Important Market 


The Philadelphia trade area 
includes portions of three 
states, embraces more than forty-five hundred 
square miles, and is populated by more than 
three and one-half million inhabitants; it 
is one of America’s greatest business 
centres. 


You will find that a direct connection 
in Philadelphia is much more than 
a4 convenience—it is a definite 


necessity. 


| Charter No.1. 
SU Narionat DANK 
OF PHILADELPHIA 


315 Chestnut Street 32nd and Market Streets 
1500 Walnut Street 2nd St. & Girard Avenue 
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BANKING 


HE Glass bill for a revision of the 
"Tsering laws, which had been re- 

ferred back to the subcommittee of 
the Senate Committee on Banking and 
Currency in January, on the ground that 
it was too deflationary in its provisions, 
was reported out again on March 17 
and turned over to the full committee 
for consideration. 

Hearings were commenced on the re- 
vised measure on March 23 and con- 
tinued through March 30. The consen- 
sus of representative bankers who ap- 
peared before the committee was that 
the bill was still too drastic for immedi- 
ate application. 

Principal objections centered in the 
15-day promissory note clause, the re- 
quirements for increased bank reserves, 
the proposal for a liquidating corpora- 
tion for failed banks, and the section 
affecting collateral loans. 

Hearings culminated in presentation 
of a 12,000-word criticism of the meas- 
ure by Eugene Meyer on behalf of the 
Federal Reserve Board and an adverse 
report of the Federal Reserve Advisory 
Council. 

Provoked by what he termed “‘organ- 
ized opposition” to his bill, Senator 
Glass threatened, at the conclusion of 
the hearings, to call for an investigation 
of this concerted action. However, he 
did not press the idea, but took the bill 
back into subcommittee again and mod- 
ified certain provisions to meet some of 
the objections. 

Sixteen states reported no bank fail- 
ures in the month of February, as fol- 
lows: Maine, New Hampshire, Ver- 
mont, Rhode Island, Connecticut, New 
Jersey, North Dakota, Delaware, South 
Carolina, Alabama, Mississippi, Arkan- 
sas, Montana, Wyoming, New Mexico, 
and Arizona. Only one closing reported 
in New York State. 

A measure was reported in course of 
preparation by the Federal Reserve 


ues 


Board which would bring about unifica- 
tion of the country’s banks under the | 
Federal Reserve; the presumption was | 
it would follow the lines laid down by | 


| 
| 
| 
| 


Owen D. Young in his testimony on the 
Glass bill in February, 1931. 


GOVERNMENT FINANCE 


THE period between March 18 and 
April 1 witnessed one of the stormiest 
sessions in the history of an American 
peace-time Congress. 

A coalition of rebellious Democrats 
and Republicans, moved by common 
hostility to the sales tax provision of the 
Ways and Means Committee revenue 
bill, destroyed that carefully planned 
measure and virtually wrote their own 
bill on the floor of the House. 

House leaders, unable to check the 
stampede, forced an adjournment on 
Saturday, March 19, when it became 
obvious that soak-the-rich advocates 
and special privilege seekers had got in 
the saddle. 

Over the week-end, proponents of the 
sales tax agreed to omit food and cloth- 
ing from its provisions in order to ap- 
pease its foes, but the strategy failed. 
When Congress reconvened on Tuesday 
the insurgents, who had previously tack- 
ed amendments on to the bill raising the 
surtax and the nominal income tax, 
doubled the estate tax rate, making the 
new top level 45 per cent. 

When the sales tax was brought up 
for a vote on Thursday, March 24, it 
was defeated decisively, 223-153. On 
Saturday, March 26, a new coalition of 
high tariff Democrats and Republicans 
seized control of the bill, writing a tariff 
of a cent a gallon on oil imports and 10 
cents per 100 pounds on coal and coke 
imports. 

A general orgy of tariff making was 
only halted by the appeal of Represen- 
tative Crisp, who forced the Democrats 
back into line by pointing out to them 
that they were “destroying their own 
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ECURITY- First 
NATIONAL BANK 
OF LOS ANGELES 


Fully equipped to do every kind 
of banking and trust business 
with branches in 61 communi- 
ties, extending from Fresno and 
San Luis Obispo to Imperial 
Valley. 

When a banker has valued customers 
leaving for Southern California, he 
will do them a favor by giving them 


letters of introduction to Security- 
First National Bank. 


A sound investment 
in the electric light 
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Upon What Basis 


Do You 


Solicit Business? 


Sound bank management 
disregards neither the ma- 
terial nor intangible value 
of association with institu- 
tions of proven responsi- 
bility and standing—a wise 
rule of business that has 
been put to the test in a 
thousand emergencies. 


You appeal to your cus- 
tomers on the strength and 
prestige of your own bank. 


Can you be less particular 
in the choice of your city 
correspondent? 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


$46,000,000 


party and making themselves ridiculous 
before the country”. Asserting that “pa- 
tience had ceased to be a virtue”, the 
acting chairman of the Ways and 
Means Committee announced that he 
would vote against the whole bill if the 
stampede was not halted. 

Crisp’s forceful utterances, backed by 
evidences of mounting impatience 
throughout the country with the failure 
of Congress to balance the budget, had 
a sobering effect on the House, and when 
Speaker Garner called for a standing 
vote on the question of a balanced bud- 
get the next day—March 29—the re- 
sponse was unanimously in favor of 
such a program. 

The House, the revolt quelled, there- 
upon set about the business of prepar- 
ing a substitute plan for that of the 
Ways and Means Committee, which it 
had ruined. 

By Friday, April 1, it had completed 
a bill calculated to raise $1,032,400,000, 
or enough, supplemented by $230,500,- 
000 in Government economies, to bal- 


| ance the budget deficit of $1,241,000,- 
| 000, with $21,900,000 to spare. 


The wartime surtax of 65 per cent 
was stricken out of the bill in its final 
form. 

The measure includes excise taxes on 


| a long list of luxuries and quasi-luxuries 


calculated to yield $169,500,000; an in- 
crease in first class postage rates from 


| 2 to 3 cents, to yield $135,000,000; 
| lowered surtax and normal income tax 


exemptions; an increase in the corpora- 
tion tax to 1314 per cent; and taxes on 
capital issues and security transfers. 

The House bill represented the third 
attempt to write a tax bill, the first hav- 
ing been undertaken by the Treasury 
and the second by the Ways and Means 
Committee. 


TARIFF 


THE Senate, on April 1, passed a tariff 
bill which differs in almost every respect 
from that passed by the lower house. 


| The only two points the measures have 


in common are: (1) They both revoke 
the President’s power to change tariff 
schedules; and, (2) they both include 
provisions for convoking an interna- 
tional economic conference. 


ECONOMY 


NUMEROUS efforts were made during 
the month to effect public economies. 
On March 17 the special Economy Com- 
mittee of the House appointed a sub- 
committee to draft legislation reducing 
Federal salaries by 10 to 20 per cent. 

On April 4 the President called for 
the appointment of a Board of Economy 
to map plans for reducing expenditures 
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by $200,000,000, this reduction to be | 
supplementary to the cut in the budget 
previously made amounting to $369,- 
000,000. 
After joint conferences had been held 
between representatives of the Adminis- 
tration and the Congress, a tentative 
agreement was announced on April 9 
calling for a reduction in expenditures 
of between $160,000,000 and $210,000,- | 
000 for the fiscal year 1933-1934. 
Abolition of the Shipping Board was | 
called for by the President, with coordi- | 
nation of all shipping agencies in a sin- | 
gle bureau, as part of the Administra- | 
tion’s economy program. | 


ABROAD 


PRESIDENT HINDENBURG won | 
the run-off election, on April 10, defeat- 
ing Hitler 19,359,642 to 13,417,460. 
Hindenburg’s gain over the preliminary 
balloting was 708,912 votes, while Hitler | 
added 2,078,175 to his original total. 

All-Moslem Conference in India, rep- 
resenting 70,000,000 Mohammedans, 
notified England it could no longer co- 
operate with Round Table Conference. 

Fiscal year for Great Britain ended 
March 31, with the government showing | 
the only treasury surplus to be found | 
among the important countries of the 
world. 

The tax bill whose announcement last 
August was a potent influence in driving 
England off the gold standard turned a 
prospective deficit 6 months ago of 
$350,000,000 into a surplus at the year- 
end of $1,382,000. 

House of Representatives on April 4 


passed the Hare bill to grant complete | 
independence to the Philippines, effec- | 


tive eight years after inauguration of a 
constitutional government; the Senate is 
expected to modify the measure, at least 
by increasing the period to 15 years. 


Representatives of England, France, | 
Germany, and Italy met at London, | 
April 6, for the purpose of considering | 


relief measures for the Danubian coun- 
tries. The conferences were, however, an 
utter failure, with Germany and Italy 
ranged against England and France. 

Unrest caused disturbances in two 
South American republics on April 7. 
Martial law was requested in Chile, and 
the cabinet resigned after a run on the 
central bank; in Ecuador the two-ship 
navy mutinied and allies on land cap- 
tured a fort. 

Hugh Gibson opened the League of 
Nations disarmament conference on 
April 11 with a proposal for the aboli- 
tion of weapons of peculiarly aggressive 
value, including tanks, heavy machine 
guns, and gases. 


What delermines good | 
CHECK PAPER 


The primary purpose of safety check 

paper is to defeat criminal alteration. 

This all-important characteristic is 

often achieved through the imprint- 

ing of a delicate color surface pattern. 

But the best safety paper is made 
alteration-proof by a special chemical treatment of the paper pulp which leaves 
the finished sheet with a plain no-pattern surface, because: 


Legibility is of second consideration 

in the proper choice of a safety check 

paper. Figures and signatures must 

be read correctly in the shortest time 

possible. Only plain surface paper 

presents the extreme contrast neces- 
sary to the quick, accurate reading of checks in your bank. But this hurried and 
rough handling exacts the third important qualification: 


The surface must not crack when folded — causing partial destruction of 


Which is strength to repell the pun- 
ishment of tearing and folding. The 
best safety paper must contain the 
proper proportion of new, clean rag 
fibres densely intertwined with puri- 


fied cellulose fibres to resist tearing. 


| figures or signatures. Cost of safety paper is least important because: 


So much trouble and loss can come 


from the alteration of one check the 


difference in cost of the best safety 
paper for that one check is practical- 
ly nothing in comparison. 

Specify Gilbert Safety Bond be- 
cause it represents the maximum in protection, legibility, strength. Its price is 


no higher than average. Ask your lithographer or printer. 


GILBERT 


SAFETY BOND 


THE SAFEST OF SAFETY PAPERS 


GILBERT PAPER COMPANY, Menasha, Wisconsin 
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POLICY of strict adherence to 
sound banking principles has 
brought to this bank correspondents 
from every part of the country. They 
find here adequate facilities and 
competent counsel. 


The bank needing a Chicago corre- 
spondent will find an association that 
should prove pleasant and profitable. 


Co => co’ 


The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 
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Washington Looks at 
the State Banks 


By GEORGE E. ANDERSON 


HE _ proposi- 
sponsored 

by Governor 
Meyer of the Fed- 
eral Reserve Board 
to establish a uni- 
fied banking system 
under national su- 
pervision hasserved 
quietly to revive a 
banking issue which 
has existed in one 
form or another 
ever since the thir- 
teen original colon- 
les agreed to become one nation. 

There is agreement as to the desira- 
bility of such a system between the Fed- 
eral: Reserve Board and the Comptroller 
of the Currency; and there is evidence 
that certain members of the Senate and 
House and 
Currency entertain similar ideas. The 
only question outstanding between these 
three authorities is how such a system 
may be constitutionally created. For 
the time being a solution of that prob- 
lem is in the keeping of the Governor of 
the Federal Reserve Board. 

The latest development in the move- 
ment came to the surface in the testi- 
mony of Governor Meyer before the 
Senate Committee on Banking in con- 
nection with the statement he gave, un- 
der the authority of the Board, as to 
the latter’s views of the amended Glass 
bill. The discussion at the time related 


MR. MEYER 


How soon the Governor of the 
Federal Reserve Board will be able 
to furnish the Senate committee 
on banking with the promised 
plan for unification is somewhat 
uncertain. “Quickly, if you 
please” was Senator Glass’ re- 
quest. Meanwhile, there would be 
much interest in knowing the 
opinion of the Attorney General 
in which he advanced an opinion 
stating that he was unable to 
formulate any plan by which the 
proposed unification could be 
effected. Possibly, as Governor 
Meyer suggests, a way can be 
found if it is really wanted. But, 
is it wanted? 


to the provisions of the bill respecting 
branch banking. Governor Meyer was 
asked if the Board favored branch bank- 
ing. He replied that the Board had not 
taken a vote upon the subject, that it 
was a large suvject not strictly involved 
in the provisions of the bill relating to 
the Federal Reserve System, that the 
Board had not had sufficient time to 
consider that portion of the bill in de- 
tail and in any event it would probably 
be difficult to secure a unanimous vote 
upon the subject, and that the repre- 
sentations of the Board’s position with 
respect to the bill which he was present- 


JOURNAL readers know Mr. Anderson 
well. He explains here an event in 
Washington of interest to every banker 


ing were based upon 
unanimous votes. 

Governor Meyer 
then referred to a 
paragraph in his 
letter transmitting 
the formal state- 
ment of the Board’s 
position respecting 
the Glass bill as in- 
dicating a broader 
aspect of the whole 
subject of bank 
regulation in the 
country. In this 
letter of transmittal he said: 

“Tt should be recognized that effective 
supervision of banking in this country 
has been seriously hampered by the 
competition between member and non- 
member banks and that the establish- 
ment of a unified system of banking 
under national supervision is essential 
to fundamental banking reform.” 

Thereupon occurred the following col- 
loquy: 

Senator Glass. “Can you suggest to us 
a constitutional method of creating a 
unified banking system in this coun- 
try?” 

Mr. Meyer. “Well, I don’t know how 
to do that but I believe that it can be 
done by taxation or some other method. 
I do not think there is any doubt about 
the ability to do it. The principal thing 
about being able to do something is to 
want to do it.” 


SENATOR GLASS 
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Senator Glass. “We have wanted to 
do it.” 

Mr. Meyer. “Do you want to bring 
about unified banking?” 

Senator Glass. “Why, undoubtedly, 
yes.” 

Mr. Meyer. “I shall be glad to help 
you.” 

/ Senator Glass. “I think the curse of 
the banking business in this country is 
the dual system.” 

Mr. Meyer. “Then the Board is 
entirely in sympathy with the Commit- 
tee on the subject.” 

Senator Glass. “Then let us get your 
recommendations.” 

Mr. Meyer. “We will try to prepare 
one for you.” 

Senator Glass. “Let us get it quickly, 
then, if you please.” 

Mr. Meyer. “We saw no evidence that 
there was such a desire in the bill.” 

Senator Glass. “I do not suppose that 
I violate any confidence when I say that 
the Board went to the extent of trying 
to obtain and did obtain an opinion 
from the Attorney General of the United 
States and he could not suggest to us 
any method of doing it... . If you 
will simply suggest a constitutional way 
of doing the thing I will try to put it 
through.” ... 


THE FIRST THING TO DO 


MR. MEYER. “If you get a sound 
banking structure fundamentally you 
can discuss the details of the super- 
structure. I am more interested in the 
possibility of the Committee going into 
a plan for unified banking because it 


would simplify many of those questions | 


which you are now discussing.” 

Senator Glass. “You have your ex- 
perts.” 

Mr. Meyer. “I will see if we can do 
anything for you.” 

Later on in the hearing there was 
discussion of the credit control features 
of the Glass bill with special reference 
to the provisions to prevent the use of 
Federal Reserve credit for stock market 
speculation, such as occurred during the 
inflation and stock boom orgie of 1927- 
1929. There was the following conver- 
sation: 

Senator Brookhart. “Do you think 
this bill would stop that kind of per- 
formance in the future?” 

Mr. Meyer. “I think it would help 
to do so and make for better banking. 
I do, especially if you can find a way 
to bring about ‘unified banking in the 
country.” 

Senator Glass. “You are going to do 
that for us.” 


In opposition to the theory of a unified 
banking system under national super- 
vision is the resolution adopted by the 
State Bank Division of the American 
Bankers Association at Cleveland, Ohio, 
on September 29, 1930. This resolution! 
is as follows: 


“Whereas, the prevailing dual 
system of banking has contribut- 
ed substantially to the remark- 
able economic development of 
our country, therefore, be it 
“Resolved, that we believe our 
present state and national bank- 
ing systems should continue 
working in cooperation, thus as- 
suring the endurance and per- 
manency of individual initiative 
and the free play of personalized 
enterprise which history has 
proved so desirable.” 


Also in opposition can be cited the opin- 
ions and activities of the banking de- 
partments of 48 states as well as the 
opposition taken by perhaps nine-tenths 
of the 13,000 banks in the country oper- 
ating under state charters. This opposi- 
tion is both legal and political. 


Mr. Meyer. “I do not know whether 
it can be done. The first thing is to find 


out if you want to do it.” 

Senator Glass. “I told you that we 
do.” 

Mr. Meyer. “I heard it today for the 
first time.” 

Senator Brookhart. “I am willing to 
do it on a cooperative principle.” 

The Senate Banking Committee, of 
| course, is not the Senate of the United 
States and when the proposition for a 
unified banking system reaches the Sen- 
ate it may not have the favor shown by 
| the Committee. There is no question, 
however, that sentiment in favor of a 
j unified system has been growing in Con- 
\gress for the past two years. When the 
House Committee on Banking and Cur- 
rency held its investigation of branch, 
chain, and group banking two years ago 
it was noticeable that, as the examina- 
tion of witnesses progressed and the 
legislators went further into the subject, 
there was an increasing disposition to 
consider the possibility of a unified sys- 
tem. This sentiment in the House Com- 
mittee, as appears also in the Senate 
Committee, grows out of the difficulty 
if not the impossibility of controlling 
credit conditions and establishing sound 
banking on a nationwide basis without 
crossing state lines and impinging upon 
state authority. 


There are two avenues of approach 
to unified banking in the country. One 
is through the Federal Reserve, such as 
for instance the requirement that all 
banks in the country become members 
of the System. The other is through the 
national bank system—the requirement 
that all banks have Federal charters, 
Opposition to a unified system logically 
is arranged on the two lines of ap. 
proach. Naturally the two lines of ap- 
proach are favored by the two Federal 
authorities immediately concerned—the 
Federal Reserve Board and the Comp- 
troller of the Currency, respectively. 

The Federal Reserve Board is not 
necessarily in favor of a uniform system 
of charters nationally given for all 
banks although it is understood that the 
Board generally is in favor of such a 
system. It would be sufficient for the 
purpose of the Reserve if all banks were 
members of the System. It is for this 
reason perhaps that the Board has care- 
fully refrained from suggesting a uni- 
fied system and has confined its activi- 
ties, where it has been active in the 
matter at all, to an extension of its own 
system. With about 900 state banks in 
its membership the Reserve Board nat- 
urally has been in no position to take 
sides between them and any other sys- 
tem. 


THE COMPTROLLER’S POSITION 


THE office of the Comptroller of the 
Currency, however, has been troubled 
by no such inhibitions. The growth of 
the system of banks chartered by the 
various states has been very largely at 
the expense of the national bank system. 
Immediately after the organization of 
the national bank system in 1863 the 
state banks, which previous to that time 
had possessed a monopoly of the com- 
mercial banking of the country, all but 
disappeared. Only 277 existed in the 
entire country in 1873. From the middle 
eighties onward the number of state 
banks increased in larger proportion 
than the national banks. The number 
of state and national banks was the 
same in 1893—3,807 each. Thereafter 
state banks increased in number very 
rapidly until by 1921 they constituted 
71 per cent of all commercial banks in 
the United States. 

Under the circumstances the Comp- 
troller’s office could probably do no less 
than call the attention of Congress to 
the weakening of the national bank 
system. In the annual report of the 
Comptroller for last year that officer 
said: 

“A dis- (CONTINUED ON PAGE 718) 
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The Steps in 


Reorganizing 


Closed Banks 


By THOMAS B. PATON, JR. 


ROM January 1, 1931, to March 

1, 1932, or fourteen months, 259 

closed banks throughout the coun- 
try have re-opened under various plans 
of reorganization. In all cases the plans 
received the approval of the depart- 
mental authorities who presumably were 
satisfied that there was a definite need 
for the re-opening. No two plans are 
alike and it is difficult to find any one 
feature common to all. 

There are so many factors which en- 
ter into the problem that it is impossi- 
ble to set down any hard and fast rule 
or to recommend a plan which will 
guarantee satisfaction. Whatever the 
circumstances under which the bank 
is closed, the fact remains that the 
community is handicapped without 
banking facilities and it is for the 
stockholders, directors and banking au- 
thorities to decide upon what terms the 
bank may re-open and continue in busi- 
ness. 

In most cases it appears that there is 
a demand for new funds to offset de- 
preciation in the bank’s assets. This de- 
mand may take the form of an assess- 
ment against the stock ranging from 
50 per cent to full double liability. In 
at least one instance stockholders facing 
100 per cent assessment surrendered 
their stock and put the amount of the 
assessment into a-new bank for the pur- 
pose of purchasing assets of the old 
bank, and of assuming its liabilities. 
There are other cases where the stock- 
holders have made a donation of the 
necessary funds, and there are still 
others where an increase of stock has 
been demanded. Usually where stock is 
surrendered and new stock issued, the 
old certificates are held as added pro- 
tection in the event it is necessary to 
hold the stockholders individually lia- 
ble. All of these methods of course are 


intended to strengthen the capital struc- 
ture of the bank. 

Another plan of keeping the assets 
and liabilities of the bank on an even 
keel is through the adoption of a re- 
duction agreement under which the de- 
positor agrees to waive a certain per- 
centage of his claim varying from 10 to 
85 per cent, the average being 50 per 
cent. This is then set up as a trust or 
revolving fund consisting of slow and 
undesirable assets. Usually there is no 
time limit at which liquidation of such 
a fund must be completed. Interest on 
the waived amount is offered in some 
cases and denied in others. 

The operation of this trust fund is a 
matter which in some instances is taken 
care of by indenture agreements con- 
taining elaborate provisions as to the 
handling of the trust, method of re- 
imbursing beneficiar- 
ies, power of ex- 
change and substi- 
tution of securities, 
limitations on lend- 
ing power and pay- 
ment of expenses. 
The terms of the 
trust are simple or 
complicated accord- 
ing to the character 
and size of the as- 
sets involved. 

The use of the so- 
called moratorium 
agreement on de- 
posits is popular. Under this arrange- 
ment subscribers agree to postpone 
withdrawals of limited amounts over 
definite periods. These periods. of time 
and amounts vary greatly. Some pro- 
vide withdrawals at a rate of 10 per 
cent each month during the period of 
ten months, others allow 25 per cent 
during the first and second year and 50 


It is encouraging to find 
in many communities 
sufficient interest and 
cooperation on the part 
of depositors, stock- 
holders and the general 
public to meet these 
current emergencies. 


Successful Methods as 


Shown by Experience 


per cent the third year, and still others 
extend over a period of five years. The 
average is three years. These morator- 
ium periods are sometimes left entirely 
to the discretion of the board of di- 
rectors. 

In the North Dakota form summar- 
ized in this article, the bank has option 
to make a part payment and to extend 


.the moratorium period to a time not 


exceeding one year. Careful study must 
be given to the length of period before 
a final decision is reached. In one bank 
depositors agreed to leave their deposits 
in the form of time certificates for three 
months after the re-opening of the bank 
with the privilege of withdrawal of not 
more than 10 per cent thereof in any one 
month. In criticizing this plan after one 
year’s operation, the bank said: “The 
only change we would make if we were 
to re-open again under similar condi- 
tions would be to make waiver of with- 
drawals more in our favor. If a bank 
has the confidence of the community, 
it can get almost any kind of agree- 
ment with its de- 
positors.” 
The matter of ob- 
taining signatures to 
this agreement pre- 
sents serious 
problem of delay. In 
some instances it 
has taken as long as 
three months to ob- 
tain the desired 
number. This situa- 
tion indicates the 
necessity of a state 
law making an agree- 
ment binding upon 
all depositors where a certain percent- 
age have signed. In a few states proper 
legislation has been passed. For ex- 
ample, in Minnesota, North Dakota 
and South Dakota the agreement is 
binding if signed by depositors repre- 
senting 80 per cent of the claims. Some 
agreements contain a clause that it is 
void unless (CONTINUED ON PAGE 714) 
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The Tax Bill Fight to 
Balance the Budget 


By MORRIS EDWARDS 


ment the plain duty of balancing 

the budget, but forced in the next 
to decide whether cutting Federal pay 
or creating several million new income 
tax-payers will lose the more votes next 
November, Congress is moving toward 
the enactment of a new revenue law. 

A bill has passed the House. As first 
discussed, it was one thing. As drafted 
by the Ways and Means Committee, it 
was another. Torn to shreds on the floor 
and then hastily patched up in com- 
mittee, it became a third. The number 
and importance of possible further 
transformations remain to be seen. 

As Gladstone once said, “It is one 
thing to put three million onto the pub- 
lic expenditure; it is quite another to 


in one mo- 
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UNDERWOOD & UNDERWOOD STUDIOS 
Washington now literally applies the 
yardstick to budget control. This slide 
rule, designed by Commissioner of Cus. 
toms F, X. A. Eble and presented recent. 
ly by President Hoover to Gabinet mem. 
bers, shows Federal income aud expend. 
iture items in colors. Exactly half is now 
in red, indicating the deficit. The sliding 
scale shows the percentage of any item 
as compared with the entire income or 
outgo. 


The country must pay its way; 


a definite relationship between 


taxes and expenditures is essential 


take them off.” So also is it one thing 
to talk of balancing the national budget, 
and quite another actually to do it. 
Especially is that true when the gap to 
be bridged is a minimum of $1,241,- 
000,000, or 34 per cent of the total cur- 
rent expenditure. That was the problem 
presented to Congress, one which be- 
came more acute rather than less so 
with the passage of the months. 
Whether the solution tentatively de- 
vised is adequate and based upon sound 
principles is a matter of opinion, and 
the opinion depends upon the point of 
view. The proposed legis- 
lation takes on one guise 
if it is lifted from its sur- 
roundings and analyzed 
in the cold light of logic. 
It shapes up quite dif- 
ferently if it is weighed 
with appropriate allow- 
ance for the atmosphere 
in which it was pro- 
duced, the conflicting 
forces which diverted its 
course at every turn, and 
the compromises which 
inevitably creep into hu- 
man deliberations. Con- 
ceiving a model revenue 
lawisnotthesameas pass- 
ing it. The circumstances 
have to be considered. 
In approaching the 
job, Congress received 
scant help. There was 
not even unanimity over 
the country on the major 
question at issue. While 
the demand to balance 


the budget at all costs came from some 
quarters, the easy counsel of continued 
drifting came from others. While many 
people accepted the situation as an ac- 
complished fact and one to be dealt 
with on that basis, others persisted in 
profitless second-guessing about how 
the situation might have been avoided 
and in scolding Congress for not hav- 
ing taken the bull by the horns a year 
earlier. Even where there was accept- 
ance of the general proposition of bal- 
ancing the budget, no detail incident to 
gaining that result was too small to be 
roundly pilloried, magnified into a 
mountain and made the basis of actual 
or threatened political reprisal of un- 
surpassed intensity. 

That is neither new nor unusual. As 
ordinary citizens, we want the Govern- 
ment’s credit preserved, but not by 
singling us out to pay a tax contributing 
to that result. Any tax is bad. The one 
that pinches us is by all odds the worst 
of the lot. Any Congressman who thinks 
otherwise is labeled as incompetent or 
worse. 

As blocs which benefit from open- 
handed public spending—ex-soldiers, 
farmers, national defense enthusiasts, 
union laborers, residents of cities which 
would like new postoffices or a deeper 
harbor channel—we cheer lustily for 
balancing the budget through econ- 
omies. But the economy must be 
effected without jeopardizing a bonus 
for us ex-soldiers, an artificial price-fix- 
ing scheme for us farmers, pegged wages 
on public construction projects for us 
union workmen, a 9-foot channel for 
our river, and an abundance of employ- 
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ment for our navy yard. And in No- 
vember, we will punish the Congress- 
man who touches such untouchables. 

As Federal employes—whether bu- 
reau chiefs or file clerks—we favor the 
principle of the Government living 
within its income, but not by cutting 
appropriations for our department. 
And if such a cut should be proposed, 
we not only “prove” that even a 5 per 
cent retrenchment would compel our 
bureau to abandon the only one of its 
ten functions which enjoys any public 
favor, but we also tell every person who 
deals with our department that the one 
expense which would be thus curtailed 
is the one which serves him or pays for 
the supplies he sells. We can rely upon 
him to bludgeon Congress in our be- 
half. 

To the member of Congress, whose 
desire for re-election comes in for much 
unjust lampooning, the situation itself, 
the differing views concerning what 
should be done, and the varied pres- 
sures attendant upon every specific 
proposal for doing it offered a dilemma. 
He had to steer a course between the 
Scylla of losing votes with new taxes 
on the one hand, and the Charybdis of 
failing to balance the budget on the 
other. 

Much has been said and more will be 
said concerning the law soon to be pass- 
ed, the burdens it imposes on the 
country, the business dislocation it 
causes, the tactics by which one tax may 
have been shelved and a worse one log- 
rolled through as a substitute. But 
valid though such criticisms may be, 
they cannot be more than secondary to 
the main proposition, balancing the 
budget. 

The significant thing is that, despite 
storms of immediate abuse and prob- 
able political setbacks later, Congress 
did not turn its back on the whole un- 
palatable job. It decided to buttress the 
national credit and place current fi- 
nances in a sound and balanced condi- 
tion. In these times, such a decision by a 
democratic legislative body—to appeal 
to reason and not to the momentary 
selfish emotions—stands out above the 
shortcomings of the particular measures 
by which the decision is enforced. 

So, despite the impediments, Con- 
gress tackled its job. The objective was 
clear enough. It would be possible to 


Mr. Edwards gives here a vivid account 
of taxation and Government economy 
problems, and of the Congressional 
political issues involved. He is a fre- 
quent JOURNAL contributor, lives in 
Washington, and is in the finance depart- 
ment of the U. S. Chamber of Commerce 


defer principal payments on the na- 
tional debt on the theory that a respite 
of a year or two in the retirement pro- 
gram would do no irreparable harm. 
Appropriations for the Reconstruction 
Finance Corporation and the Federal 
Land Banks could be treated as capi- 
tal items outside the budget on the 
theory that they ultimately would be 
self-liquidating. The agitation for fur- 
ther bonus payments to war veterans 
could be left as a bridge to be crossed 
when it was reached, on the theory that 
when the country actually realized the 
state of the finances, the pressure for 
such an enormous expenditure would 
diminish. Even with these items out of 
the way, the job was one of closing a 
gap of $1,241,000,000 between probable 
receipts and budgeted expenditures for 
the 1933 fiscal year. A feasible com- 
bination of increased taxes, new taxes 
and further economies had to be work- 


ed out in proper legislative form. 

Before the gap appeared likely to be 
so large, the Treasury had submitted 
a program of increases in existing taxes 
and new excise taxes. When later esti- 
mates disclosed a more serious situa- 
tion, the remedial measures had to be 
expanded. Not because anyone wanted 
it but because it seemed the only prac- 
tical recourse, the manufacturers’ sales 
tax—pooh-poohed on all sides in De- 
cember—had to be brought forward in 
February for the purpose of. producing 
$595,000,000, or nearly one-half the 
prospective deficit. The rest was to 
come from sharp increases of existing 
levies, plugging of leaks in administra- 
tion, a few special taxes, and modest 
reduction of expenditures. 

That was the signal for fury. To al- 
most every commentator, it was a bad 
and vicious bill. Tax bills usually are. 
It confirmed everyone’s worst fears. 
Tax bills always do. Everyone had a 
bone to pick with some provision or 
other, more often than not with consid- 
erable justification. Yes, the budget 
must be balanced, but——. 

As the uproar grew, veteran members 
of Congress spoke privately of not hav- 
ing received such copious and stinging 
expressions from the “folks back home” 
since the days in 1917 when the war 
vote loomed. (CONTINUED ON PAGE 726) 
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Employment 


Stabilization 


Trusts 


By 


and statesmen are trying earnestly 

to devise plans for the stabiliza- 
tion of employment so that, in the event 
of another depression, we shall never 
again have so much or so prolonged or 
so widespread unemployment. 

The plans so far devised may be 
grouped under seven heads—namely, 
compulsory national unemployment in- 
surance, voluntary national unemploy- 
ment insurance, joint-agreement plans 
between companies and employees, 
trade-union plans, individual private- 
company plans, cooperative private- 
company plans, and_state-regulated 
plans. 

Eighteen foreign countries, including 
Great Britain, France and Italy, have 
unemployment _in- 
surance. Great Brit- 


Ox industrial leaders, economists, 


GILBERT T. STEPHENSON 


There are 48 trade-union plans cover- 
ing 45,000 wage-earners. Some of them 
go back as far as 1895. Under these 
plans the members of the respective 
unions contribute to an unemployment 
benefit fund. 

There are 13 individual private-com- 
pany plans and each company estab- 
lishes a fund for the benefit of its em- 
ployees. There are two cooperative 
private-company plans. One of them, 
known as the Fond du Lac plan of 
Fond du Lac, Wisconsin, established in 
1930, embraces three companies besides 
two subsidiaries. The other is the 
Rochester plan of 1931 embracing 19 
companies. 

The most recently suggested Ameri- 
can plan is that of the Interstate Com- 

mission on Unem- 
ployment Insurance 


ain was the first 
country to adopt it. 
That was in 1911. 
Social services, chief- 
ly unemployment in- 
surance, have cost 


Trust institutions, says Mr. 
Stephenson in this and later 
articles, can be useful to in- 
dustry in these six ways and 
others: 

1. Stabilization of Employ- 


resulting from a 
meeting last summer 
of the governors of 
Massachusetts, 
Rhode Island, Penn- 
sylvania, Ohio, New 


the British Treasury 
as much as $1,000,- 
000,000, in a year. 
In nine of the coun- 
tries unemployment 
insurance is compul- 
sory and in nine, 
voluntary. There are 
in all about 49,000,- 
000 wage-earners 
covered by insurance. There are 16 
joint-agreement plans covering about 
65,000 wage-earners, all of which plans 
have come into existence during the 
past 10 years. Under these plans the 
companies and their employees contrib- 
ute to a common fund that may be 
drawn on in time of depression to sup- 
plement wages. 


ment, 
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. Relief of Incapacitated. 

. Reward of Merit. 

. Provision for Retirement. 

. Encouragement of Thrift. 

. Inducements to Profit- 
Sharing by Employees. 


Jersey, Connecticut, 
and New York. The 
substance of this 
plan includes the 
compulsory estab- 
lishment state- 
wide systems of un- 
employment re- 
serves; the payment 
by each employer of 
a contribution amounting to 2 per cent 
of its payroll; the maximum benefit of 
50 per cent of an employee’s wage or 
$10 a week for not more than 10 weeks 
a year; the reduction of the contribu- 
tion from 2 per cent to 1 per cent of 
its payroll when the reserve shall exceed 
$50 per employee and then a cessation 
of contribution when it shall exceed 


If the weaknesses of employ- 
ment stabilization plans in 
the past have been lack of 
reserves, use of funds for 
other purposes, and failure to 
segregate funds, then three 
steps in the right direction 
will be (1) to set up and 
maintain reserves, (2) to 
hold these funds inviolably 
for unemployment benefits 
and (3) to segregate these 
funds from all others. In or- 
der to accomplish these three 
improvements it seems advis- 
able, theoretically at least, to 
introduce the element of 
trusteeship. And so it has 
proved in actual practice. 


$75; and the custody, investment, and 
disbursement of the funds by the state. 

Up to this point progress toward sat- 
isfactory employment stabilization has 
been by the method of “trial and error.” 
Of unemployment insurance it is said, 
“The early history of almost every 
branch of insurance has been marred by 
miscalculation, exhaustion of reserves, 
forced retrenchment, failure of private 
companies and occasional scandals. In 
this respect, unemployment insurance 
differs little from other forms of in- 
surance. ... The great majority of the 
trade-union plans of Europe and 
America were accustomed to pay bene- 
fits directly from their current income, 
with or without an unemployment as- 
sessment which was pooled with the 
revenues from other sources. The ac- 
cumulated moneys were often expended 
for strike benefits or other emergencies 
than unemployment and periods of de- 
pression found the schemes entirely 
without reserves. Many plans estab- 
lished and entirely financed by employ- 
ers have included no provision for the 
regular setting aside of funds to meet 
the costs and even when accumulation 
of reserves has been attempted, the 
moneys often have not been segregated 
from the assets of the business.” (Bryce 
M. Stewart, Some Phases of European 
Unemployment Insurance Experience, 
Academy of Political Science, Novem- 
ber 11, 1931.) 

If the weaknesses of employment 
stabilization plans in the past have been 
lack of (CONTINUED ON PAGE 724) 
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The Banker 
and the 
Motor Car 


Dealer 


By ALFRED REEVES 


(An Interview ) 


\ 71TH passenger car and truck 
production for the first two 
months geared to demand and 

showing declines of 41 per cent from 

last year’s figures for the same period, 
the automobile manufacturers are not 
halting in their plans for recovery. If, 
as and when improvement sets in for 
the motor car industry, general business 

Tecovery will surely follow. And in this 

picture the makers look to the help of 

local bankers. 
In line with the policies of improve- 

ment going on in the industry, the 1932 

picture of motor car dealer organiza- 


Views of an Automobile Authority 
on One Phase of the Industry 


tions throughout the country will show 
fewer and better dealers, as a large num- 
ber of the poorly financed or poorly 
managed dealerships are being eliminat- 
ed from the picture and in their places 
are appearing stronger organizations 
with a better basis of competition. This 
is eliminating the apparent necessity 
too, on the part of some of the best re- 
tailers, of offering ruinous prices for 
used cars to offset the offerings of less 
intelligent dealers with little knowledge 
of used car values or who were over- 
anxious to sell new models. 

Other factors, too, are improving the 
manufacturer and dealer relationships. 
The makers for example are following 
more lenient methods in developing 
quotas, in arranging territories, and in 


other ways to put their dealers in better 
position for making money. Contracts 
are being changed to strengthen the 
position of the retailers and to make 
more efficient the selling methods of 
their local organizations. 

Some of the companies have de- 
veloped accounting systems and, in ad- 
dition to merchandising helps through 
their factory representatives, are send- 
ing men to assist in the installation of 
better records that are improving the 
credit status of the dealers in their re- 
lations with local bankers. The produc- 
tion of cars is now geared to dealer 
requirements and the manufacturers are 
watching the trends of retail sales to 
make certain that their retailers are not 
overstocked and that they will not be 
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required to sacrifice goods or to cut 
prices. The records for last year showed 
that while the dealers sold a substan- 
tially smaller number of cars, their 
profits showed an improvement over the 
preceding year. 

These local dealers are merchants, 
and like every other merchant they will 
profit better with the counsel and guid- 
ance of their local banker, and with 
proper local credit arrangements. From 
the viewpoint of the automobile manu- 
facturer, these men are selling standard 
products with comparatively stable 
values at least during the normal selling 
season, and they warrant reasonable 
credit if their business statement and 
character meet banking requirements. 
And with the improvements being made 
and the better accounting methods urged 
by the manufacturers, it would seem 
that opportunities exist for bankers to 
develop among these men new com- 
mercial accounts or more profitable ac- 
counts than they now have. 

The banker is in much the better posi- 
tion than other financial agencies, to 
extend credit to the dealer either on his 
statement or his stock because, in addi- 
tion to the asset problem, he is better 
qualified through personal knowledge 
and contact to value properly the per- 
sonal and moral hazards involved. 
Many a good retailer who, on a mere 
statement of his financial condition, 
would not have been entitled to half as 
much credit as he finally received, has 
been helped by his banker in building 
up a profitable business—profitable to 
himself and to the banker. Financial 
help is necessary on commitments a- 
head of season, for time payments, for 
display of the proper number of models 
on the floor which is an essential to 
sales, and for a line of credit for the 
legitimate conduct of his business. 


QUALITY UP, PRICES DOWN 


WITH competition now more orderly 
because of the better trained dealers in 
the business and also because the ma- 
jority of makers are now bringing out 
their new models at the end of the year, 
the credits on motor cars should be on 
a better basis. 

One of the advantages, and somewhat 
of a problem, of the industry today is 
the quality of cars being produced. 
Present models are the greatest values 
in history. Mass production, too, has re- 
sulted in constantly decreasing prices, 
so that now a very small increase in 
demand would bring a substantial in- 
crease in profits to both the manufac- 
turers and the dealers. As an example, 


one standard make with 112-inch wheel 
base sells at $725 and is a larger auto- 
mobile than the first model to which 
the maker attached his name in 1924 
when it sold at $1,500 and was of the 
same wheel base, the only difference be- 
ing that the earlier model was a six- 
cylinder instead of the present four, 
although the latter has additional im- 
provements and values. 

The average American formerly 
changed models or makes when the paint 
went bad, when the radiator became 
rusty, when the car rattled or when the 
repairs were heavy. Today we have 
lacquer paint, we have chromium plat- 
ing, we have rubber protected joints 
that prevent rattling of any kind—and 
we have cars that run many thousands 
of miles with few repairs because they 
are designed better, because roads are 
better, and because balloon tires and 
shock absorbers ease the effects of rough 
driving on the car in all its parts. And 
too, the public is more critical and in- 
sists upon better car values. 

But the banker can go even further 
in his relations with the good local re- 
tailer. Few dealers can get along with- 
out their banker’s advice because of his 
broader viewpoints on business in gen- 


Alfred Reeves, Vice-President, National 
Automobile Chamber of Commerce 


eral and on the trade status in the terri- 
tory, and an opportunity lies in joint 
consultations between banker, dealer, 
and factory representative on the occa- 
sion of the latter’s monthly visits. These 
representatives are the manufacturer’s 
contact men. They bring merchandising 
and sales and advertising helps to the 


dealer, they install systems for the im- 
provement of his business, they note his 
progress and they are there to help in 
solving his problems. The banker’s con- 
tact with them will bring him into closer 
touch with the manufacturer and will 
benefit his local relationship with the 
distributor. Round-table discussions will 
enable him to know definitely whether 
or not his dealer customer is taking full 
advantage of the opportunities provided 
by the manufacturer. 


THE DEALER’S BALANCE-WHEEL 


THE banker’s outside interest and criti- 
cism of the dealer’s business as a busi- 
ness and not merely as an automobile 
dealership is another important factor. 
These men are selling cars, they are 
teaching their salesmen to sell cars, and 
they are constantly thinking in terms of 
cars. Their enthusiasm may lead them 
beyond their normal and wise course, 
their disappointment or discouragement 
at times may seriously hamper their 
potential progress. They need their 
banker as a balance-wheel to help them 
keep their feet on the ground at all 
times. Many a dealer’s business can be 
improved materially, or even can be 
saved, in just this way. 

The banker who is intent upon help- 
ing his dealer customers recognizes these 
facts. And when called upon to advise 
upon new dealerships or the change 
from one make of car to another by the 
retailer, his knowledge of the standards 
of the community in relation to purchas- 
ing power, the price and re-sale factors 
in motor cars, and a general familiarity 
with the standard makes and the im- 
provements in manufacture will add 
materially in preliminary discussions. 
These in addition of course to other 
factors regarding the manufacturers 
themselves which his experience as a 
banker perhaps places first for consider- 
ation. 

The motor car industry in 1931 had 
a production of 2,472,359 cars, which 
was 29 per cent below the 1930 pro- 
duction and 56 per cent below 1929 
production. But with the continued de- 
cline last year in the total number of 
cars registered, the gasoline consump- 
tion increased, showing a greater mile- 
age for the cars and bringing naturally 
a larger repair business. With improve- 
ments in manufacture, cars driven 40,- 
000 miles are probably better values to- 
day than those that had been driven 
25,000 miles in the past. There will al- 
ways be a demand for used cars, and 
probably at better prices, but the re- 
duced pro- (CONTINUED ON PAGE 728) 
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Directorships and 
the Shaping of 


Business Policies 


How Bankers Are Represented 


By W. S. COUSINS 


large banks in the New York down- 

town district contact directly or in- 
directly, through directorships and other 
affiliations, more than 500 industrial 
and commercial enterprises, according 
to a recent conservative estimate. And 
the directors of the same bank, drawn 
largely from the managing executives of 
representative American industrial cor- 
porations, maintain direct contact with 
at least 5,000 separate concerns which 
employ thousands of workmen and pro- 
duce for the domestic and foreign mar- 
kets billions of dollars’ worth of com- 
modities annually. 

As an example of the daily routine, 
one bright morning near the end of 
March the chairman of the board of 
this bank was in attendance at a meet- 
ing of the directors of a manufacturing 
corporation in Pittsburgh; the president 
had a similar meeting on his calendar, 
a block distant from the banking house; 
and the senior vice-president was at- 
tending a conference with the directing 
heads of a utility in Chicago. 

Not only in New York and other 
monetary and industrial centers, but in 
the smaller towns as well, the influence 
and guidance of American bankers are 
devoted to the shaping of policies of 
organized industry and business. The 
facts here should go far to refute the 
criticisms of those who claim that the 
bankers’ interest goes no farther than 
the door-steps of their own institutions. 

Successful banking demands intimate 
contacts which only the personal affilia- 
tion of bank executives with industrial 
enterprises can provide. Hence in recent 
years the country has witnessed a gen- 


ie senior executives of one of the 


on Corporation Boards 


eral broadening of the outside activities 
of bankers, and their widening attach- 
ment through directorships in steel, au- 
tomobile and other manufacturing cor- 
porations as well as in utility, railroad 
and shipping enterprises. 

In these positions of responsibility 
bankers are giving attention to problems 
of finance, leaving to technicians the 
tasks of framing policies for plant oper- 
ations. Because of these contacts with 
the activities of industrial concerns, 
bankers are in position to cooperate in 
the solution of credit and financing 
problems. 

A survey of the directorships in bank- 
ing and commercial-industrial enter- 
prises held by the two senior executives 
of the twelve largest banks in New York 
City, 24 bankers, revealed the following 
information: 

Directorships in their own institutions, 
in affiliated companies, and in non- 
profit-making enterprises . 141 


Directorships in industrial and com- 
mercial organizations . 297 


Total Directorships held . 438 


In other words, these 24 bankers, with 
surprisingly little duplication, hold near- 
ly 300 directorships in well known in- 


Mr. Cousins is a well known New 
York financial writer. He reports 
here an interesting survey of the 
directorships in other corpora- 
tions held by the senior executives — 
of banks in New York and other 
cities throughout the country. 


dustrial and commercial corporations, 
in addition to the 141 directorships rep- 
resenting the parent and affiliated com- 
panies by which they are directly em- 
ployed. 

Heading the list is an aggregate of 
64 directorships held by the two senior 
executives of the nation’s largest trust 
company, only ten of these posts being 
allied directly with their own and the 
affiliated banking institutions. Vice- 
presidents of this institution are serving 
too as directors of widely scattered in- 
dustrial and commercial concerns, and 
as key officials of chambers of com- 
merce, merchants’ associations, bankers’ 
organizations, etc. 

Another specific example in New 
York is that of a prominent banker who 
holds the record for the largest number 
of active outside posts in industry. The 
Directory of Directors credits him with 
47 directorships, of which 14 are more 
or less intimately connected with bank- 
ing. This leaves an aggregate of 33 posts 
in non-banking activities and makes him 
partly responsible for the successful 
operation of three metropolitan traction 
companies, three insurance companies, 
a paper manufacturer, a large New 
England Railroad, a telegraph com- 
pany, and one of the largest and best 
known electrical manufacturers. 

The directorships held by another 
well-known banker read like the roll- 
call of big industry, including the Ameri- 
can Telegraph and Telephone Com- 
pany, Consolidated Gas Corporation, 
General Electric, General Motors, New 
York Central, United States Steel, Pull- 
man Company and the Mutual Life In- 
surance (CONTINUED ON PAGE 720) 
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The 


German _ Bruen- 
ing, British Mac- 
donald, French 
Tardieu and Ital- 
ian Mussolini: As 
Europe prepares 
this Spring to of- 
fer the United 
a. States a choice be- 
| tween paying for 
the war or paying 
for the war, these 
four men will try 
to agree on a 
common plan 


Silas Strawn, President of the Cham- 
ber of Commerce of the United 
States, who will guide the proceed- 
ings of the 20th annual meeting of 
the Chamber at San Francisco, May 


17 to 20 A group of Americans who talked for 40 minutes, then voted 306 to 


47 in favor of retreating from the Philippines, America’s Asiatic 
empire of 114,000 square miles, at a moment in history generally re- 
garded as the beginning of a great era of development in the Pacific 
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EDITORIALS 


Logic, Tragic 


THE embarrassment of Congress in trying to 
balance the budget goes back to an accident of history 
in the last half of the 17th century, one hundred years 
before the United States became a nation. It was then 
that the House of Commons in England won the right 
to control the nation’s finances, and things have never 
been the same sirice. 

When the founders of the Republic wrote into the 
Constitution that all bills for raising revenue must 
originate in the House of Representatives, and that 
no money should be drawn from the Treasury with- 
out authority of Congress, they were following the 
practice of the British Parliament. The logic was flaw- 
less. Who, for instance, would be likely to cherish and 
guard the people’s money more zealously than the 
people’s own representatives, and who had more right 
to spend it? Thus Congress, along with the pleasure 
of spending, shouldered the task of levying taxes. 

There were those, of course, in 1787, who insisted 
that America was not England—that an elected Presi- 
dent did not need the same curbs as an hereditary king 
—but logic won. The privilege of collecting and spend- 
ing the revenues of the Federal Government was 
given to a group of men who did not represent the 
nation as a whole, but certain small geographical 
pieces of it. A statement of this fact implies no adverse 
criticism of Congress. Individually Senators and Rep- 
resentatives are men of intelligence and patriotism, 
but it is true, nevertheless, that if any one of them 
persistently puts the welfare of the nation above the 
special interests of his constituency, he invites the 
opposition of someone in his state or district who 
possesses a more provincial view of the situation. 


Royal Spendthrifts 


THERE is a direct connection between our pres- 
ent fiscal problems and the extravagances of Henry 
VIII, Elizabeth, the Stuarts and Cromwell which re- 
sulted gradually over several decades in giving control 
of British revenues and expenditures to the House 
of Commons. 

One of the first achievements of the people’s own 
representatives was the creation of a National Debt, 
which was not paid off, but grew like a weed. Prior 
to the time of William and Mary, at the end of the 
17th century, there was no such thing as a National 
Debt, in the modern sense. It started in a small way 
and by 1700 amounted to about $34,000,000. Even 
that small total frightened the economists of the time 
and led to many predictions of ultimate calamity un- 
less some way could be found to prevent Parliament 


from piling up debts for future generations to worry 
about. The idea was regarded as clever but fantastic. 


Time Payments 


MOST of the writers of the time appeared to feel 
that the idea was so obviously unsound and danger- 
ous that it could not endure. They saw the nation 
embarking on a sort of wholesale installment buying 
whereby the present costs of wars and public improve- 
ments could be charged against children, grandchil- 
dren and great-grandchildren. 

John Holland, one of the organizers of the Bank of 
Scotland and a leader in establishing the Bank of 
England in 1694, wrote as follows: 

“Any Man that will consider and compute things 
will see that in a short time there can be no way to 
Raise Money for the Government, than by stopping» 
the Payment of the Exchequer upon several Funds, 
which, with the Land and Malt Tax, will raise the 
necessary Sums for Every Year’s Expence; tho’ in- 
deed with this Inconveniency and Loss, that since the 
Publick Faith will then be Broke, the Government 
can have no Credit, and must deal with the People 
at a Dear Price. This indeed is very Dreadful to think 
on and will put many thousands of Families under 
the Greatest Consternation and Distress; but it is un- 
avoidable if there be not speedily some way found 
out and fallen upon, to lessen the Nation’s Debt.” 

For three-quarters of a century the economic sig- 
nificance of a permanent National Debt was fought 
over in Parliament and out. Finally, in 1786, William 
Pitt succeeded in establishing a sinking fund some- 
what along the lines previously attempted by Sir 
Robert Walpole; but by that time the debt had in- 
creased to well over $1,000,000,000. 

Instead of diminishing the debt, a sinking fund 
merely lulled Parliament into the belief that the bur- 
den could be expanded indefinitely, as long as there 
was a way to pay it off. And so the debt grew, be- 
cause there was no centralized responsibility for re- 
ducing it. In 1816, Richard Preston, a conscientious 
member of Parliament, hurled a volley of old-fash- 
ioned English against his contemporaries for their 
complacency in piling up mountainous debts for fu- 
ture generations to struggle with. 

“What a reflection,” he wrote, “on statesmen who 
do not guard against this evil; seeing that by a lavish 
and unnecessary expenditure at the commencement 
of the century they may entail upon the country ruin 
in its finances and in its revenues at the end of that 
period.” (CONTINUED ON PAGE 732) 
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The Machinery for 
Measuring 


Results 


By H. N. STRONCK 


Management Control Is the 


Balance-Wheel in Banking 


DECIDED change is taking place in the trend of thought on 
bank management. Up to 1930 the greater part of the 


stress had been laid on income and operating expense 


problems. But of what avail is a large operating profit margin 


if this margin is seriously impaired through depreciation of as- 


sets, or even worse if this depreciation of assets becomes so great 


as to necessitate suspension? 


Then it was realized that if our present banking system is to 


survive, stress must be laid on the importance of sound financial 
management of banks. The “accidental” profits of the past re- 
sulting from an almost automatic growth in deposits and a rapid 
turn-over of loan lines are now eliminated. Our bank profits and 
strength of financial position will become more and more the 
result not of accident, but of sheer application of management 


of the highest order. 


The process involved implies a higher degree of banking lead- 


ership and the proper control mechanism. But how? 


HE formulation and adoption of 

sound bank management policies, 

principles and practices and the 
successful administration of these re- 
quire types of bank executives found far 
too infrequently in American banking 
today. The real leader, in addition to 
certain inherent characteristics, possesses 
the imagination to define his objective 
or goal and to formulate plans for the 
attainment of that objective. 

He mobilizes and coordinates the 
facilities necessary to carry out the 
plan, including personnel, equipment, 
capital, etc. He instills teamwork or 
esprit de corps into the personnel for 
enthusiastic and harmonious work to- 
ward the common goal. He sets up a 
management to insure that the plans 
are carried out. And he must establish 
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the controls to measure definitely the 
progress made and the results produced. 

In this process a number of different 
kinds of leadership come into play. The 
administrative leader determines poli- 
cies; the planning leader develops plans 
and procedures for carrying out poli- 
cies; the organizing leader initiates 
group activities; the executive leader 
secures results; the control leader is the 
“balance-wheel” over all. 

The distinction between the adminis- 
trative function of policy determination 
and the managerial function of policy 
application is commonly not clearly 
understood and carried out. The neces- 
sity for the possibility of the applica- 
tion of scientific method in both these 
closely interrelated problems is only 
dimly perceived by some executives. 


Coordination involves the process 
whereby policies are adopted, inter- 
preted, executed and supervised. Coor- 
dination is probably the major task of 
the chief executive of any going busi- 
ness. 

Organization is something different 
in its essence from the sum total of the 
labars of its individual members. 
Proper organization is in a position to 
yield far greater results and far greater 
happiness to those engaged in creating 
results than is that organization which 
is merely conceived of as an aggregation 
of isolated individuals. Faulty organiza- 
tion plans seriously handicap coordina- 
tion and hence thwart the best in per- 
sonality. Functions are indefinite and 
unbalanced; the personnel is too often a 
result of chance, favoritism, family or 
business influence, rather than experi- 
ence, training, personality. Stubborn 
prejudices often balk coordination. 

The chief executive, in developing 
and carrying out these processes, may 
get all the help and advice he wishes, 
but in the final analysis the responsi- 
bility for a decision rests with him. The 
chief executive does not judge from the 
outside. He must weld together the 
functions of critic, judge and active 
participator. If we say that he passes 
on a situation, we must remember that 
he is in the situation. A leader need not 
always have the largest share in decision 
making, and yet he may not thereby be 
any less the leader. Decisions in the bet- 
ter organized institutions tend to be 
determined largely by the individuals 
with the special knowledge required for 
the special problem. It is by organizing 
all available knowledge and experience 
that we transform experience into pow- 


er. Here is where real leadership takes 
its place. 

Viewed from another angle, the pro- 
cess must be developed along lines 
which will support the three sides of the 
“Triangle of Management.” These are: 

1. Sound policies. 

2. An organization which is capable 
of carrying out these policies. 

3. A control which insures that these 
policies are adhered to and which meas- 
ures the results produced. 

In developing the process and mech- 
anisms, it is of vital importance that a 
scientific methed of attack be applied— 
an engineering method. This method, 
which evaluates present conditions and 
predicts the future trend, is to 

1. Analyze the factors that control 
the condition. 

2. Determine the relative effect of 
each factor. 

3. Plot the controlling factors against 
time. 

A study of such a plot, or set of plots, 
gives an accurate picture of the present 
position and future trend. From such 
studies, we synthesize the situation 
anew and feel confidence in the accu- 
racy of the prediction. 

Policy determination may be best and 
most tangibly expressed in the form of 
budgets. A budget, properly handled, 
furnishes a means of combining instruc- 
tions and inspiration of creative ability 
which is unique. 

Since there are two phases of bank 
management and since there is no re- 
lationship between the two, a budget for 
each is in order. Hence, we deal with a 
financial budget and an operative bud- 
get. 


Executive bank officers must 
be self-starters, and I often 
wonder whether or not the 
committee form of manage- 
ment is the chief factor for so 
few of these self-starters in 
many institutions. Sometimes 
committee discussion and ap- 
proval restrict them so that 
they are no more executives 
than the office boys. “A com- 
mittee is only a committee”. 
It cannot operate. But the 
work of a bank must be or- 
ganized for quick and sum- 
mary decisions.—T he Author. 
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The object of the financial budget is 
to carefully pre-determine the financial 
policies of the bank. This budget is 
termed a financial program and its 
prime object is to develop and maintain 
a sound financial position and a bal- 
anced return of income from earning 
assets. Such a financial program states 
specifically just how the various classes 
of deposit funds and the invested cap- 
ital funds are to be converted into as- 
sets. It states specifically into what 
classes of assets each fund group is to 
be converted and circumscribes the un- 
derlying conditions for each class of 
such assets. In order to develop a sound 
plan of conversion of funds, one must 
be thoroughly familiar with all the con- 
trolling factors involved. One of the 
chief causes for weak banks is that they 
do not have definite and sound financial 
plans. 


THE FINANCIAL PROGRAM 


THE technology of the development of 
financial programs is relatively new in 
the banking field. Because of the vital 
importance of such plans in the manage- 
ment of banks, it is hoped that this 
technology will shortly become an in- 
tegral part of our bank management 
process. Such plans are even more im- 
portant in branch bank systems than in 
unit banks. In connection with the gen- 
eral net profit budget, the only method 
whereby income from interest and dis- 
count can be accurately forecast is 
through a financial program. 

The operative budget is for the pur- 
pose of accurately forecasting the 
sources of income and the volume from 
each source, and to set expense allow- 
ances for transacting the type of busi- 
ness which produces the income. To set 
definitely the policies of operative man- 
agement, one must be thoroughly famil- 
iar with all of the factors which influ- 
ence income and expenses. One must be 
thoroughly familiar with the “laws of 
comparative costs.” A knowledge of 
these laws gives one a thorough insight 
into the type of business which should 
be developed for increasing the operat- 
ing profit margin. 

It must be strongly borne in mind 
that, given the same volume of gross 
income and the same personnel effi- 
ciency, the major influencing factor of 
operating profit margin is the nature of 
the business developed in the bank. Be- 
cause of the great variation in this fac- 
tor, we find such great variations in the 
operating profit ratio of banks. The 
ideal policy plan will, therefore, care- 
fully prescribe the type of business to be 
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developed and will serve as the founda- 
tion for business development plans. 

Now, having carefully determined 
all factors involved and having circum- 
scribed the objective to be attained by 
financial management and operative 
management, the second step consists 
of mobilizing all of the knowledge, ex- 
perience and facilities so that this plan 
may become operative. In a bank the 
most important problem involved is 
that of mobilizing the personnel. 

Technically such a plan takes the 
form of an organization chart. Such a 
plan first of all subdivides the work in 
such a manner as to comply with all of 
the sound principles of work subdivi- 
sion. It then coordinates the subdivision 
of work, for coordination is the control 
of division. It then indicates definite 
lines of authority and supervision. 

Up to that point, the plan has noth- 
ing to do with the personal character- 
istics of individuals; it is not built 
around individuals, but around the na- 
ture and volume of the business to be 
transacted. The fallacy of many present 
organization plans is that they are built 
around individuals. With an ideal plan 
before him, it becomes the responsibil- 
ity of the chief executive to select from 
members of the present organization or 
from other sources such individuals as 
conform reasonably to the requirements 
of the plan, and then develop them until 
they ideally fit the ideal plan. 

Having now determined specifically 
the policies under which the institution 
is to operate in order to attain a certain 
objective, and having properly mobil- 
ized all the facilities required and 
through real executive leadership hav- 
ing enlisted all the personnel in the 
common (CONTINUED ON PAGE 713) 
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New Orleans in 1881—A scene on the levee 
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(FROM A SKETCH BY JOSEPH HORTON) 


BANKS AND CITIES 


New Orleans 


By HERBERT MANCHESTER 


F college professors ever teach bank- 

ing by the case method as they now 

teach law, they will certainly draw 
examples from the early banks of New 
Orleans. For there the early ideas of the 
purposes of banks and of the bases of 
banking and circulation, whether right 
or wrong, were carried to logical ex- 
tremes and put to the test of extensive 
operation. The result was that the banks 
became the greatest promoters of the 
city and state. 

The first banks of Louisiana came 
as an outgrowth of its cession to the 
United States. Since the paper currency 
that had been issued by the French and 
Spanish governments had greatly depre- 
ciated, Governor Claiburne in 1804, 
soon after he took office, urged the 
founding of a bank to provide better 
currency and to aid industry. The out- 
come was the establishment of two banks 
in the city—the Louisiana Bank, which 
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was under the presidency of Julien Poy- 
dras and controlled by the Creole plant- 
ers and exporters; and a branch of the 
first United States Bank, managed by 
Benjamin Morgan and other Americans 
for the furtherance of commerce. Both 
issued currency, and kept it at par, and 
both were great factors in the growth of 
the territory. 

When the first United States Bank 
lost its charter in 1811, two banks were 
set up to take the place of the branch 
there. Of these, the Bank of New Or- 
leans had a possible capital of $5,000,- 
000; the other, the Louisiana Planters’ 
Bank, was founded by Col. Bellechasse, 
A. D. Duplanter and others, definitely 
to discount the notes of the sugar grow- 
ers. 

All this, it should be noted, was be- 
fore the first steamboat came down the 
river from Pittsburgh at the end of 
1811. Five years later and after the War 


of 1812, when steamboats began to 
breast their way up the river they 
seemed to be establishing New Orleans 
as the inevitable port of the whole Mis- 
sissippi Valley, and to be opening up 
vistas of commerce that disclosed no 
limits. Everything seemed to justify 
Jefferson’s prediction, “New Orleans 
alone will be forever, as it is now, the 
mighty mart of the merchandise brought 
down from more than a thousand rivers. 
... This rapidly increasing city will, in 
no very distant time, leave the emporia 
of the Eastern world far behind.” 

These splendid prospects led the state 
to subscribe for part of the stock of two 
banks, both designed to promote the 
prosperity of the state. One was the 
Louisiana State Bank (1818) with 
Chief Justice F. X. Martin and the 
mayor, I. Roffignac, among the direct- 
ors, and the other the Bank of Louisiana 
(1824) with Benjamin Story as presi- 
dent. Both sold their stock, which was 
guaranteed by the state, in Europe 
where specie was more plentiful and 
could be obtained more easily than in 
America. 
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New Orleans today—the banking section contrasted with the old French quarter 


The conception of a bank as designed 
to further internal improvements became 
popular, and gave rise in 1827 to the 
Consolidated Association of Planters of 
Louisiana, with a capital of $2,000,000. 
This was a land bank, but highly de- 
veloped. The planters subscribed for the 
stock with mortgages on their real estate, 
the bank issued bonds secured by the 
mortgages, and the people paid currency 
for the bonds. The state took part of 
the stock the next year, which helped 
the sale of the bonds in Europe. The 
money was loaned to the planters to 
improve their plantations, and went far 
to create a boom throughout the state. 

In the same spirit, the state in 1829 
chartered the New Orleans Gas Light 
Company as a bank to supply gas to 
New Orleans and several other cities. 
The corporation at first did not succeed, 
but after being enlarged in 1835 under 
James H. Caldwell, fulfilled its purpose 
and is still in existence as a Gas Com- 
pany. 

Then in 1831 the New Orleans Canal 
and Banking Company was chartered to 
build a canal for shipping in the Ameri- 
can quarter. This was accomplished un- 
der the leadership of George B. Ogden, 
the president, and though the canal was 
later taken over by the city, the corpora- 
tion still exists as the Canal Bank. 

Another of those early banks was the 
Union, founded a century ago, which 
originally received subscriptions in mort- 
gages on land and slaves, issued bonds 
secured by the mortgages and guaran- 
teed by the state, and sold the bonds 
in Europe to get specie. In the same 
way the Citizens’ Bank, founded in 
1833, obtained $5,000,000 in paid-up 
capital by the sale in Europe of bonds 


secured by mortgages on property and 
guaranteed by the state. Both of these 
carried out various improvements in the 
city and existed for many decades. 

Since New Orleans was in need of a 
water supply, it seemed natural to or- 
ganize a bank to furnish it. So the Com- 
mercial Bank was established in 1833, 
and still continues as the water com- 
pany. 

Thus we find bank after bank in early 
New Orleans founded to promote desig- 
nated improvements, and what is more 
remarkable, successfully carrying them 
out so that more than in most cities the 
banks were prima facie the chief factors 
in the great development of the state. 

In 1837 the city had 15 banks with 
a capitalization of $54,000,000 and with 


two-thirds paid in, and prospects seemed 
amazing. Then came the crisis, and like 
other banks everywhere, the New Or- 
leans banks stopped specie payments. 
The three municipalities of the city, in 
order to supply currency, issued bills 
running from a bit (1214 cents) to $4, 
but this paper itself depreciated. It was 
not until 1842 that most of the banks 
resumed specie payments and began 
again to finance the rapidly increasing 
commerce. 

The era before the Civil War marked 
the zenith of the steamboat trade and 
perhaps the busiest years in the history 
of the city. New Orleans was the fourth 
city in the country and vied with New 
York as a port. A visitor from New 
York in 1851 was amazed at the “wil- 
derness of ships and steamboats.” 

In the meantime cotton had passed 
sugar and (CONTINUED ON PAGE 713) 
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ARGUMENTS FOR CANCELLATION 


HE cancellation or modification proposal rests upon the 

theory that the debts are uncollectable; that Great 
Britain cannot pay unless it receives payment from France 
and Germany, that France cannot pay unless it receives pay- 
ment from Germany, and that Germany cannot pay at all. 
Business in Europe cannot recover so long as uncertainty 
over the question continues; therefore the United States is 
losing more in trade in continued world depression than it 
would ever receive by the collection of the debts. 

Even if the debts could be collected the continued transfer 
of so much money to the United States would constantly 
undermine European currencies, demoralize European 
finances and prevent normal trade. Payment of debts so far 
is largely responsible for the concentration of the monetary 
gold stocks of the world in France and the United States to 
the complete demoralization of world finance, and world 
trade is being subjected to “progressive strangulation.” 

The debts can be paid only by the transfer of goods, leading 
to abnormal imports into the United States and the demoral- 


ization of American industry. Payment involves struggle on 
the part of debtor nations to secure dollar exchange, result- 
ing in a constant check on American export trade with these 
countries. The expansion of exports of debtor countries 
necessary to enable them to pay the debts will involve 
American exports in killing competition in world markets, 

The inter-governmental debt and reparations problem is 
responsible for the political and social unrest in Europe, 
which in turn is responsible for most of the economic ills 
from which Europe is suffering. So long as the cause of unrest 
remains, there can be no world recovery. 

The debts are not morally due since they represent ad- 
vances made by the United States in a common cause for a 
common end, and represent an American contribution in 
support of European efforts which saved the United States 
a vast outlay of men, money and resources. 

Europe needs the money. The budget of none of the Euro- 
pean nations concerned can continue to be balanced if the 
United States insists upon collecting the debts. 


After the Moratorium— 


inter-governmental debts have come 

to be seasonal affairs. Each recurring 
June wedding season witnesses a gather- 
ing at Lausanne or Basle or any one of 
a number of pleasant European places 
of sojourn for a conference on world ills, 
chief of which seems to be Germany. 
The conference at Lausanne in June 
will be the sixth major gathering in the 
series since the Treaty of Versailles. 

A year ago the series of conferences 
was inaugurated following the inter- 
governmental debt moratorium. Three 
years ago was the conference culminat- 
ing in the Young plan adopted in the 
following January, four years ago an- 
other, and so on back eight years to the 
conference which produced the Dawes 
plan. Rather a long procession is cul- 
minating at Lausanne, Switzerland, in 
June and not the least of its interest is 
the uncertainty as to where it is going. 

It would be unfair to state that these 


conferences on 


WHAT? 


conferences have had no results. The 
fact remains that so far as any deter- 
minate settlement of the inter-govern- 
mental debt and reparations question 
is concerned the world is just where it 
was one year ago, two years ago, eight 
years ago. The Versailles Treaty set a 
standard of reparations and inter-gov- 
ernmental payments so impossible of 
attainment that it has undermined the 
implications of the entire agreement. 
The Dawes plan had the merit of bring- 
ing some order out of chaos, but within 
less than four years was found to be 
unworkable. The Young plan was 
offered as a final settlement after sev- 
eral years’ deliberations. Reparations 
payments were to be commercialized 
and, as evidence of somebody’s good 
faith in the matter, Germany was 
granted a $300,000,000 loan with which 
to meet its engagements—much of 
which was loaned by the United States 
and then returned to the United States 


as an inter-governmental debt payment. 

Nevertheless, within a year President 
Hoover’s proposition for a moratorium 
on inter-governmental debts became 
necessary. Within this year of morator- 
ium there have been conference after 
conference, experts’ committees, com- 
mittes of bankers, frenzied diplomatic 
negotiations, increasing tension in inter- 
national politics, uncertain but increas- 
ingly depressed finances, tariff wars, 
limitations of imports by quotas, ex- 
change restrictions, and increasing de- 
faults on national obligations all over 
the world culminating in the practi- 
cal bankruptcy of Austria, Hungary, 
Greece and Bulgaria as the latest vic- 
tims of world conditions. There comes 
a warning from the finance committee 
of the League of Nations that world 
disaster cannot be prevented unless 
there is a prompt settlement of the ques- 
tion of inter-governmental debts and 
reparations. 
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ARGUMENTS AGAINST CANCELLATION 


RGUMENTS against cancellation rest upon the idea, in 
President Coolidge’s classic phrase, “They hired the 
money.” While some of the advances went for war purposes, 
much if not most of them went to the borrowers after the 
Armistice and were for other than war purposes. 

The United States has already remitted more of the debts 
than the sums actually devoted to the war. 

The debts are due the United States from France and 
Great Britain independent of whatever sums France and 
Great Britain may collect from Germany. In other words, 
they have nothing to do with reparations. 

The sums now due the United States were determined 
upon the basis of each nation’s “capacity to pay” and rep- 
resent what these nations can actually pay under normal 
circumstances. 

European nations other than Germany would have little 
difficulty in meeting their obligations to the United States 
if their expenditures for armaments were reduced to reason- 


able proportions consistent with their anti-war treaty pro- 
fessions, and if other economies were made. 

The cancellation of the debts means that the final expenses 
of the war will be passed on to the American tax-payer to the 
relief of the European tax-payer who has already had the 
benefit of American generosity. 

European troubles are due to other causes than the repara- 
tions problem. There is no certainty that a remission of the 
debts due to the United States will lead to any better politi- 
cal or economic conditions in Europe, assuredly no certainty 
that it will lead to any revival of international trade such 
as would justify us in making the proposed sacrifice. 

The United States needs the money. The past year’s 
moratorium on inter-governmental debt payments is respon- 
sible for more than 10 per cent of the present deficit and a 
remission in the coming year would mean an increase of 
about $250,000,000 in the public debt in spite of budget 
balancing otherwise. 


This one thing is sure: a continuation 


of the present uncertainty and financial 


demoralization in 


the United States a 


Warnings there are in plenty, but to 
what end? The result can be summed 
up in the report of the committee of 
experts of the Bank For International 
Settlements appointed to consider the 
position of Germany. In December this 
committee reported that Germany can- 
not meet the payments demanded of 
it after the first of next July; that the 
Young plan no longer fits world condi- 
tions; and that adjustment of repara- 
tions and other war debts to the 
troubled situation of the world is neces- 
sary as a preliminary condition to world 
economic stability and as a means of 
avoiding the results of an unprecedented 
crisis. The committee reported that the 
crisis has assumed a world wide range 
and that “the German problem, which 
is largely responsible for the growing 
financial paralysis of the world, calls 
for concentrated action which the gov- 
ernments alone can take.” 

As an indication of what action the 


Europe is_ costing 


whole lot of money 


governments will take, the Congress of 
the United States in authorizing the 
year’s moratorium positively refused to 
consider a new debts settlement by an 
international commission or otherwise, 
while Premier Laval in France an- 
nounced France’s positive refusal to 
consider a modification of the Young 
plan and that country’s insistence upon 
collection in full of the unconditional 
reparations payments. 

Thus it is that after a year’s discus- 
sion, doubt, suspicion, recrimination, 
and uncertainty the world stands ex- 
actly where it stood before the Hoover 
moratorium. The only certainty evolved 
in these months is the certainty that 
Germany cannot pay, that France in- 
sists upon payment and is unwilling 
to pay its own obligations unless it can 
collect from Germany, and that the 
United States will not remit or revise 
the debts—at least it says it will not do 
so. The year’s moratorium ends on June 


30. After the moratorium, what? 

Every international conference so far 
has dealt with the problem as depending 
upon the situation in Germany—Ger- 
many’s unwillingness to pay, its ability 
to pay, how much it can pay and when, 
German private debts, how much the 
Germans spend on their meals and the 
quality of German beer. In the Euro- 
pean view, Germany is the key to the 
situation. Official America has no objec- 
tion to this viewpoint if Europe can 
“get away with it,” but it has no inten- 
tion of permitting the United States to 
be the goat in case the European idea 
does not work. The attitude of official 
Washington is that, while the German 
problem is one of vast importance and 
interest to the world as a_ business 
proposition, it has nothing to do with 
the matter of inter-governmental debts 
due the United States. What the Gov- 
ernment in Washington wants from the 
Lausanne conference is an agreement 
between the nations of Europe which 
will put some order into the chaos of 
European finances and enable these 
nations to meet their obligations to the 
United States. 

The Administration has carefully re- 
frained from taking any steps indicating 
any intention of modifying the existing 
agreement, and rumors that such were 
its intentions have been promptly 
denied. It has been hinted by some 
one that the Administration has hinted 
to some one that it might take a dif- 
ferent attitude toward any definite 
proposition (CONTINUED ON PAGE 726) 
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Golf is at its best when played for fun, even with its moments of despair 


A Health Plan for the 
Well-Managed Banker 


An Occasional Audit May 
Reveal Hidden Assets 


By C. WARD CRAMPTON, M.D. 


BUSINESS; a bank, and a banker 
begin every working day with the 
accumulated assets and liabilities 

of the past. A well managed business, a 
well managed bank and a well managed 
banker know these assets and liabilities 
and know them well. Ignorance and 
guess-work are bad business, bad bank- 
ing and bad life management. 

It is characteristic of the modern ex- 
ecutive that he himself knows his own 
physical liabilities and assets. He has on 
file reliable reports on the subject. He 
has chosen the best available life auditor 
he can find, he gets himself audited and 
proceeds accordingly. 

As in the management of an automo- 
bile, another complex organism, he 
knows that he cannot climb that hill in 
“third,” but he can in “second” and he 
does it easily and goes on. He knows 
that the broad inviting boulevard ahead 
ends in a swampy detour ten miles on- 
ward and he detours before he is com- 
pelled to do so and he goes on free and 
far. For the rest, he knows that he has 
a good chauffeur. There is gas in the 
tank, air in the tires, and water in the 
radiator. His rewards are speed, safety 
and accomplishment—he arrives. 

To attain a health audit by a skillful 
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physician who knows men as well as 
medicines, is the obvious thing to do. 
Agreed. Yet for all except the most self- 
directed men this knowledge needs the 
heat of necessity, the urge of pain, to 
develop it into action. Before a health 
audit is decided upon, certain pointed 
facts underlying the above statement 
will help to penetrate into that carefully 
guarded sanctum of consciousness where 
decisions are made. 

First, there are liabilities. What are 
they? How recognized? How amortized? 
Secondly, there are assets, present and 
potential. How may they be identified 
and developed? 

Liabilities: We know almost what to 


Exercise is useful in three 
ways: (1) entertainment, 
(2) organic stimulation, and 
(3) structural improvement. 
The most important of these 
is entertainment because it 
helps, as a rule, to bring the 
other results in its train. 


expect when we examine 100,000 men 
of 50 years of age. More than half will 
have nasal defects of one kind or an- 
other and about 44 per cent will have 
teeth that require attention. Others, in 
proportions which are almost constant 
for any group of 100,000, will have de- 
fective vision, faulty posture, arterial 
thickening, flat feet, cardiac trouble, 
high blood pressure, frequent colds, etc. 

Every one of these is a liability or a 
sign of one or more liabilities of varying 
evil. This list is not complete; there is 
a large assortment of the less common 
evils. Let no one, however, chill at the 
thought that he has all of them; he has 
his own selected few. In a body which 
has been used half a century, a certain 
amount of vitality is to be written off 
each year for depreciation. This depreci- 
ation is offset by increased assets in the 
form of experience and is minimized by 
intelligent upkeep. A study of the sched- 
ule reveals the fact that very few of 
these common liabilities are painful; or 
obviously they would have been dis- 
carded if such were the case. As a rule, 
these conditions have lasted a long time; 
they have been endured but they have 
done harm. 

But the slow tragedy of it all is the 
startling fact that they are mainly signs 
or causes of the great deterioration dis- 
eases which are killing increasingly after 
50 years in spite of the advances of 
medical science. They are: Myocarditis, 
Angina, High Blood Pressure, Bright’s 
Disease, Diabetes and their close rela- 
tives. There are four great groups of 
infections, one or more of which are 
common causes or factors in most of the 
above mentioned organic deteriorations. 
They are (1) tuberculosis, (2) syphilis, 
(3) the focal infections of the staphy- 
lococcus, (4) the streptococcus groups 
of bacteria. They show in kidney, pros- 
tate, skin, sinus, gall bladder, joints, 
brain, nerves, arteries, heart, etc., which 
they shortly damage and eventually de- 
stroy. If left alone! There are more. 
They are all subject to liquidation, par- 
tial or complete, if taken in time. 

Assets: Carrying on with weak, trou- 
blesome organs uses up good assets and 
good vitality. The self-managed busi- 
ness man sometimes will profit by liter- 
ally cutting them out. But there are 
richnesses of living above the common 
mediocrity of the average man’s life 
which can be bought by the man who 
knows how because he has been audited 
and informed. There are undeveloped 
resources in diet, exercise, management 
of program, rest, the subconscious 
mentality (CONTINUED ON PAGE 729) 


This Business 


of Crime 


By JAMES E. BAUM 


N the past decade, crime in this 

country reached the proportions of 

big business, keen, influential, 
strongly organized and fortified to out- 
wit the law despite the efficient services 
of police and prosecutors. Even the 
casual student of current events real- 
izes that crime has thrived until it rep- 
resents one of the major elements which 
inflate the cost of conducting legitimate 
business, and that means the cost of 
living. Authorities agree that the direct 
financial loss through crime has in- 
creased since 1919, our present crime 
bill exceeding $4,500,000,000 yearly or 
more than the annual budget of the 
Federal Government. Double this figure 
to account for the rapidly expanding 
costs of our numerous investigative and 
police forces, criminal courts and penal 
institutions and we gain some idea of 
the tremendous tax which crime in 
America inflicts upon all our people. 

One hundred thirty-six years ago an 
American ambassador to France de- 
clared that his country had “millions for 
defense, but not one cent for tribute.” 
Nevertheless, the past ten years have 
witnessed the appalling spectacle of a 
carnival of crime causing an annual 
loss which exceeds the dollar cost of all 
the wars engaged in by this country 
prior to the World War. Like Mark 
Twain’s wheeze on the weather, “Every- 
body talks about it, but nobody does 
anything.” 

Nowhere else in the world does crime 
play such an important part in the 
economics of everybody’s daily life as 
in this great land of opportunity. No- 
where else will you find such a heavy 
proportion of all crime to be crimes of 
opportunity, created by the victim and 
seized upon by the criminal. Opportu- 
nity again knocks at the criminal’s door 
to freedom as a result of the business- 
like view taken by so many victims to- 


Mr. Baum is Deputy Manager of the 
American Bankers Association in charge 
of the Protective Department 


ward prosecution, particularly when the 
amount of loss is covered by insurance. 
Too often the time and expense neces- 
sary for prosecution ire looked upon as 
a net loss or unnecessary expense. When 
a successful prosecution requires extra- 
dition or traveling to prove identifica- 
tion of the prisoner, the time and ex- 
pense incurred frequently exceed the 
amount of loss. These advantages to the 
crook in evading prosecution are well 
known to bankers, but of greater im- 
portance is the fact that the crook is 
also alert to these advantages and means 
to capitalize them to the limit. When 
these barriers are overcome and prose- 
cution seems likely, the bank crook is 
business-like and smart enough to offer 
restitution. If restitution is accepted, 
prosecution is compromised and weak- 
ened, sometimes to the point of expos- 
ing the victim to the charge of com- 
pounding a felony. 

The bank bandit, swindler or bad 
check passer is nobody’s fool. If he can 


buy his freedom through restitution to 
the one victim, he is again foot-loose and 
free to round up more victims. There- 
fore, it is self-evident that any protec- 
tive system which condones crime by 
restitution or otherwise serves no prac- 
tical purpose. In the last analysis, the 
effect of this practice penalizes those 
who avoid loss by diligent care to the 
advantage of others who take chances. 

Reasoning along these lines as early 
as 1891, the American Bankers Associa- 
tion prohibited every member bank 
from condoning or compromising any 
crimes reported to the Association. For 
more than 40 years, this rule against 
compromise and concentrating its activi- 
ties toward prevention of loss have been 
cardinal principles of the Association’s 
warfare against criminality. Through- 
out that long period, experience has 
proved this policy of relentless investi- 
gation and prosecution to be the most 
effective in serving the interests of our 
membership as a whole and to the dis- 
advantage of none but the criminal. 
Moreover, it serves to uphold the law. 

The spirit and principles of organiza- 
tion could be applied to no better pur- 
pose than the suppression of crime, a 
task which rests largely upon the will 
of our people to stamp it out. It is a 
big job which requires the combined 
forces of a people sincere and coura- 
geous in their convictions, but the road 
ahead can be cleared. 

To begin with, we need a change of 
heart and a clearer, undivided con- 
science toward law enforcement and the 
administration of justice. The effects of 
sumptuary laws are obstructive to the 
suppression of crime and conducive to 
more serious crime, but they can be 
modified or repealed. 

We are entitled to adequate and more 
efficient police power equipped with 
modern arms, transportation and com- 
munications to give the police an even 
chance with the underworld. We must 
look upon the underworld as another 
world whose population has more than 
trebled in the last decade and whose in- 
habitants are a menace to good govern- 
ment and undesirable risks to any legiti- 
mate business. If the principles and 
privilege of self-government are to sur- 
vive, our citizens must show a higher 
regard for the power of the ballot-box 
by casting a vote more representative of 
public opinion. So long as only half of our 
eligible voters exercise their franchise, 
we must expect to bear the burdens of 
government by default and prepare to 
safeguard our interests against the com- 
bined forces of corruption and crime. 
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About an 
Old Bank 


By L. INGELSTROM 


Nubby pens, iron inkstands, and a bottle filled with bird-shot for cleaning the pens 


completed the accessories of the table 


through the small panes of the 

high windows with their inner 
shutters. Pots of pink geraniums filled 
the south window. At one of the west 
windows stood a Boston rocker; near 
this was a three-cornered chair long 
envied by bond men with the antique 
fever. 

A couch, used by the late treasurer 
for cat naps in the evenings when pres- 
sure of work forced late hours, stood 
against the north wall. Facing the west 
windows was a row of shelves filled with 
law books, bank reports and a copy of 
David Harum. On the wall above the 
books hung a picture of a St. Bernard 
dog long since dead. A flat-topped desk 
stood between the west windows and a 
roll top desk filled the nearby corner. 
This was the front room. 

Here were performed the pleasant 
rites of watering the geraniums and 
mopping up the floor. More than once a 
bond man had to stand in the doorway 
until a path was made for him to enter 
and sell his gold debentures. But to the 
undying credit of this noble fraternity 
not one ever indicated a contempt for 


A BIG room, with light streaming 
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the humble task or for him who per- 
formed it. It is possible they all felt an 
agreeable lack of austerity due to the 
floor mopping business! 

The middle room just beyond also 
blossomed with geraniums, white blos- 
soms these; and added to this floral dis- 
play was a lobster cactus whose long- 
awaited pink flowers were greeted with 
delight at the Christmas season. The 
flowers were not dusty, drooping flora. 
No, indeed! They blossomed their little 
heads off in gratitude for the vigorous 
use of the letter opener which func- 
tioned as a spade, and the liberal 
sprinklings from the long-nosed tin 
watering pot. 

In this room all counter work was 
carried on, the public space being 
achieved by a dividing grille work 
reaching to the ceiling. A small desk, 
directly under the hanging pot which 
contained the lobster cactus, was 
crowned with a typewriter of uncertain 
age and temperament; directly across 
was a tiny stove (a most efficient waste 
basket), and a scarred old letter press 
rested its iron weight on the counter at 
the farther end. 


The cards were in a compartment of 
a high, wooden file and a tall stool was 
necessary for any prolonged session with 
them. 

No separate slips were used for de- 
posits and withdrawals; entries of the 
former were made in a long book by 
the clerk or treasurer at a raised portion 
of the counter; for withdrawals a huge 
book was pushed across the counter 
and the customer signed his name in it 
as a receipt for the money handed 
across. Of course, he could read the 
names of his neighbors who, like him, 
had found it necessary to climb the 
stairs for needed funds. This lent a dash 
of relish, sometimes, but its disadvan- 
tages were obvious. 

There were no alarms to ring, no tear 
gas bombs, and no hold-ups requiring 


| the use of these devices. 


Next to the entrance leading to the 
back room was the door to the vault. A 


, combination opened it; there were no 


time locks, no shining steel. A fine pen- 
cil line of gold was the chief decoration 
on its black, painted door. A late after- 
noon customer could always be accom- 
modated because this door could be 
opened easily, and the entrance door 
leading into the lobby was rarely locked 
until the departure of the treasurer and 
the clerk. 

The back room, beyond the middle 
one, was a refuge when a long siege of 
checking was anticipated. Here, on a 
hot August afternoon, with not a sound 
to break the drowsy quiet except the 
clock striking the hour from the Uni- 
tarian church tower on Main Street, the 
business of reading off figures was 
carried on. Interruptions occurred when 
the sound of feet coming up the stairs 
and.into the hall indicated business in 
the middle room; and a dry throat, 
filled with the dusty figures of too much 
checking, was the signal for a quick 
excursion to the drug store next door 
where ice cream cones were obtained 
and brought back for consumption. 

The work table was nearly eight feet 
long, covered on top with a green cloth, 
and a most desirable affair for spread- 
ing out quires of reports that often were 
buried under this snowfall of records. 
Nubby pens, iron inkstands, and a bot- 
tle filled with bird-shot for cleaning the 
pens completed the accessories of the 
table. 

There was not much other furniture 
in this room aside from a cupboard, 
very long and nearly reaching to the 
ceiling, and bursting with annual, semi- 
annual and demi-annual reports, books, 
and old (CONTINUED ON PAGE 728) 
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With public space in the center, this banking room provides convenient arrangement with 


adequate light and ventilation 


And Modern Bank Interiors 


By 


ODAY the customer entering a 
modern bank walks into a light, 
airy room which looks like the 
efficient business exchange that it is. 
The guiding principle in the design of 
the interior is its effect upon the cus- 
tomer. The bank is being made a desir- 
able place for him to come to, and it 
must create an atmosphere which puts 
him sufficiently at ease to 
transact his business comfort- 
ably and pleasantly. It is in- 
teresting from this point of 
view to analyze several factors 
in the design of bank interiors. 
On any site more than 40 
feet wide, there is a choice of 
two types of interior arrange- 
ment. One type is where the 
working space projects into the 
center of the room and is sur- 
rounded by the public space 
which forms a horseshoe about 
it. The other is where the pub- 
lic space is in the center and is 
surrounded by the working 
space. Many consider the latter 
plan more direct and conven- 


ient for the public. Customers enter di- 
rectly into the center of things and can 
see immediately the proper wickets and 
go to them without wandering from one 
wing to another. Furthermore, this plan 
gives a more open and receptive in- 
terior, decidedly more pleasing to the 
eye and certainly better psychology 
than the abrupt obstruction across the 
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In some cases the working space is projected into the 


center of the banking room 


JOHN HANCOCK CALLENDER 


entrance required by the other plan. 
This would seem to be preferable for the 
large or medium sized bank of today. 
The small bank on a lot less than 40 
feet wide, however, has no choice—pub- 
lic space on one side, banking space on 
the other. The character of the room in 
this case must depend largely upon 
necessity rather than preference. 
Another important feature 
in its effect upon the public is 
the bank screen, the artificial 
barrier erected between teller 
and customer, and through 
which most of the business of 
the bank must be transacted. 
Until recently such a screen 
was one of the most universally 
accepted traditions of bank de- 
sign, effectively dividing the 
banking room into two divi- 
sions and completely destroy- 
ing the intended architectural 
effect. The customer was com- 
pletely shut off from the oper- 
ating personnel and could deal 
with the tellers only through 
small barred windows. The last 
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GALLOWAY 


Here the officers and special departments give the right of way to the tellers by loca- 
tion apart from the lobby 


decade has seen a steady lowering: or 
other modification of the screen until 
in some cases it has disappeared entire- 
ly, leaving only an open counter. But 
in any case, the motive is the same, 
that the banking room should be more 
open, attractive and business-like in 
appearance, and that it should welcome 
the customer and invite him to do busi- 
ness there. 

The tellers’ cages too are less reminis- 
cent of prison cells, and in some cases 
have disappeared entirely. Low divi- 
sions only between the tellers are found 
in many new banks, and in some cases 
these are being eliminated entirely, 
leaving the space behind the counter 
unobstructed. 

With the increasing mechanization of 
the bookkeeping department, the prob- 
lem of noise from the machines has be- 
come important. For the comfort of 
customers as well as other departments 
of the bank, the bookkeeping depart- 
ment should be located in a separate 
room, preferably on another floor and 
thoroughly soundproofed; and the floor 
should be equipped with a flexible duct 
system for electrical outlets. If a sepa- 
rate floor of the building is used, an 
upper floor is preferable to the basement 
or mezzanine for better light and ven- 
tilation. 

The safe deposit vault, with its great 
door of polished metal and its double 
array of bars in front, was often the 
featured element in banking room de- 
sign a decade or more ago. It was placed 


at the terminus of the principal axis 
immediately opposite the entrance, and 
often was further emphasized by being 
raised several steps above the floor level. 
For a number of reasons nowadays the 
vault is usually placed elsewhere, more 
often in the basement. One reason is 
that most banks have found it desirable 
to keep the safe deposit department 
open after regular 
banking hours, and it 
should be so located 
that it will be accessi- 
ble at such times. A 
second reason is that 
the safe deposit depart- 
ment is not sufficiently 
important to justify its 
dominant location. 
Moreover, projecting as 
it did far back into the 
working space, it di- 
vided that space incon- 
veniently and impeded 
circulation. And again, 
the prominent location 
of the safe deposit vault 
allowed insufficient pri- 
vacy to the customer 
entering to handle his 
papers and other valu- 
ables. 

Not the least impor- 
tant reason for relegat- 
ing the safe deposit 
vault to the basement 
is the desire to rid the 
main banking room of 
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this prison-like apparatus of bars, locks, 
and armed guards. In this connection 
it is an interesting fact that when 
Rivera’s frescoes of New York, includ- 
ing a realistic picture of a safe deposit 
vault, were shown recently at the Mod- 
ern Museum of Art, many people mis- 
took the vault for a jail and it was so 
described in several reviews. The bank- 
er today does not wish to greet cus- 
tomers with this jail-like sight. 

Some years ago, in the process of 
“humanizing” the bank, the officers 
were taken from their hidden sanctu- 
aries and were located within a low en- 
closure at the front of the main banking 
room. Although an excellent idea in 
many ways, the majority of well planned 
banks today place the officers’ enclosure 
at the rear or to one side. The con- 
venience of the public again dictates 
this plan because the greater number of 
people entering a bank transact their 
business directly with the tellers and 
relatively few must see the officers. 
Therefore, the tellers’ counters should 
be as near the front as possible. 

If the enclosure is placed at the rear, 
the officers will have easy access to their 
private conference rooms which are usu- 
ally located in the rear or on the mez- 
zanine. The latter is also a common 
location for the directors’ room. 

Effort is usually made to keep the 
savings department separate from the 
commercial (CONTINUED ON PAGE 709) 


CHGO. ARCHT'L PHOTO CO. 


The savings department may be located upstairs or 
downstairs, and the safe deposit department as wel 
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Country Banks 
Can Be Profitable 


But Not in the Face of 
Unbridled Competition 


By W. ESPEY ALBIG 


HE flight of demand deposits to 

metropolitan banks and the conse- 

quent necessity for some country 
banks to sell bonds at low prices to 
secure adequate cash and reserves—the 
two phases of this problem discussed in 
the April JouRNAL—are only parts of 
the present picture of the country bank. 
Entering into the picture also are.the 
newer methods of financing by larger 
manufacturing and distributing units, 
as well as the changed conditions in in- 
dustry and agriculture. However, these 
apparently have simply accelerated the 
growth of the trend. 

Another factor is operating profit. 
More and more in recent years banks 
have found net earnings declining. The 
explanation for the lack of acceptances 
and of commercial paper in the bank’s 
portfolio is easily made, as these securi- 
ties afford a low yield and the unit of 
purchase is comparatively large. In other 
words, they do not afford enough profit. 

The reason for the absence of Gov- 
ernment securities arises from another 
cause. For the last four years at least, 
all indications have pointed to large is- 
sues of Government paper with con- 
sequent probability of decline in price. 
While prudence urged larger purchases, 
other considerations frequently carried 
more weight. The country bank no less 
than the bank in the larger city should 
show a profit in its operation. The 
change unfavorable to the country bank 
has come gradually. 

The time was when banks were the 
chief financial agencies in any district. 
Bond buying was limited to a compara- 
tively few families or institutions, and 
the bank supplied a complete financial 
service to the neighborhood. Then the 
securing of profit was not in competition 
with other financial institutions. Today 
the country bank must compete with 


the branch of a metropolitan bond 
house, with building and loan associa- 
tions, with credit unions, with industrial 
banks, and with stock offerings by local 
industrial concerns financing their needs 
not through bank loans but through 
security issues. The opportunity for 
profit has been reduced and it is neces- 
sary, therefore, for the country bank to 
have as large a profit as possible from 
the investment account. In normal 
times the margin of safety is adequate, 
and possibly it would always be so with 
well-managed institutions if the factor 
of popular hysteria 
could be removed. 
Institutions com- 
peting with banks 
are chartered with- 
out thought of what 
effect their overlap- 
ping services might 
have on those insti- 
tutions already pro- 
vided, or how the 
earning power of both 
the old and the new 
may be affected by 
the competition. 
They seek permis- 
sion to operate in 
certain states and 
may be refused a 
charter by the bank- 
ing department. The 
name then may or 
may not be changed, 
and the institution 
secures a charter un- 
der some other clas- 
sification in a differ- 
ent state department 
and proceeds to con- 
duct its business in 
the manner original- 
ly intended. Scant 


competing 


attention, too, is given to a fair basis of 
competition as represented by equiva- 
lent taxation and reserve requirements. 

It is not unusual to hear the state- 
ment made that there were too many 
banks and some were bound to fail. The 
real meaning is that there is an overplus 
of financial institutions offering services 
almost similar. The story is told that 
when the late E. M. Statler was per- 
suaded to build a new hotel in Buffalo, 
he bought the most prominent hotel 
there. On the day his new one opened, 
the one he had purchased closed its 
doors and was later transformed into a 
business building. Had the old one been 
permitted to operate in competition, 
both would likely have failed. 

The recession in industry normally 
would reduce discounts which later ap- 
pear as commercial deposits in banks, 
but why should the country banks bear 
the brunt of the decrease? Another fac- 
tor lies in the merging of local industrial 
and merchandising units into one group 
and the consequent removal of its bank- 
ing business to a large city. 

Theorists may say truthfully that our 
commercial banking has drifted away 
from the Anglo-Saxon concept to the 
Continental type by investing in fixed 
capital, and that one of the great prob- 
lems is how (CONTINUED ON PAGE 725) 


Drawing a parallel from the railroad industry, 
casual observation shows that unregulated 


methods of transportation have 


been allowed to develop until the backbone of 
our national transportation system is in danger 
of collapse. Only drastic remedies can save it. 
Recently the Interstate Commerce Commission 
placed before Congress a report concerning in- 
terstate truck service, written by Leo J. Flynn, 
one of its examiners. He proposes a test. “Is 
there,” he says, as quoted in the newspapers, 
“need in the public interest for appropriate 
regulation of motor vehicles for hire in inter- 
state commerce for the present and future 
prosperity of all transportation agencies and 
for the assurance of a dependable national 
transportation system?” 

May it not with equal pertinence be asked of 
Congress and state legislatures about financial 
institutions—Is there need in the public in- 
terest for appropriate regulation of banking 
as to the number and types of financial institu- 
tions and the character of their service in order 
to assure the future prosperity of all banks, 
both national and state, and a dependable bank- 
ing system?” Any less basic consideration will 
not mend permanently the present situation. 
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Symptoms Which Reveal 


the Potential 


Bankrupt 


Several Tests Can Be 


Applied to Loan Applicants 


By JOSEPH STAGG LAWRENCE 


VERY banker is endowed with a 
i conservative judgment which en- 
ables him to appraise in advance 
the credit reliability of most of the ap- 
plicants for loans. This judgment is for- 
tified by his own experience so that the 
process of selection and elimination im- 
proves with time. On the whole this is 
slow and costly progress. 
The Department of Commerce recent- 


102 
CONTRACTORS 


ly completed a careful laboratory study 
of 612 cases of bankruptcy occurring in 
the state of New Jersey in 1929 and 
1930. The total consists of 487 business 
establishments and 125 wage earners 
and professional persons. In the business 
group were 102 contractors, 8 farmers, 
28 manufacturers, 33 real estate dealers, 
301 retailers and 15 wholesalers. This is 
a representative cross section of the 


125 
WAGE EARNERS 
AND PROFESSIONAL 
PERSONS 


301 


RETAILERS 


A representative cross-section of bankruptcy 


clientele which appears at the average 
bank and applies for credit. 

It would be to the banker’s advantage 
to be able to take his applicants into a 
laboratory as an engineer takes samples 
of his materials and there subject them 
to tests to determine their resistance to 
the stresses and strains of faulty de- 
cisions and community or occupational 
misfortune. That is an ideal state and 
the banker seems little likely to realize 
such a paradise. 

In the analysis of the causes of failure 
a distinction must be made between 
those causes which are direct and pecu- 
liar to the client and those other causes 
which are general and fortuitous. There 
is little that the banker or the borrower 
can do to prevent the latter. However, 
much evidence indicates that the able 
borrower is less susceptible to economic 
adversity and is better able to weather 
the storms. It may well be that in most 
of the cases where bankruptcy seemed to 
be unavoidable or was due to a slump 
in real estate values, occupational col- 
lapse or unfavorable legal judgments, 
the victim failed to erect adequate safe- 
guards. He permitted weaknesses to de- 
velop which made him an easy prey of 
unkind circumstances. In other words, 
the crisis which seemed to cause the 
failure may in fact have been only the 
occasion which demonstrated the un- 
sound business conduct of the enterprise 
or individual which succumbed. The 
same is true of speculation. A man who 
otherwise conducts his business in ac- 
cordance with approved methods takes 
speculative risks either in the stock 
market, in real estate or in his own busi- 
ness. In meeting speculative deflation he 
must strain his own resources so that 
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he falls before the first gust of business 
misfortune or stock market decline. 

Consider now those causes of failure 
which can be ascertained before the 
creditor assumes a risk. What are the 
overt stigmata of poor business methods 
which make an applicant a poor prospect? 

The first of these is the failure to 
keep adequate accounts. Of the enter- 
prises which failed, 23.5 per cent kept 
no books at all and 29.4 per cent kept 
books which failed to show the condition 
of the business. Less than half of those 
that failed (47.1 per cent) kept books 
which might be considered adequate. 
When taxed for their failure to keep 
proper records one or more of three 
reasons were offered. The business was 
too small; the owners were too busy; 
they could not afford to hire qualified 
bookkeepers. 

If inadequate records are a cause of 
failure, then the excessive occupation of 
the owners with other matters must, in 
the light of the unhappy issue, be con- 
sidered a fatal error. Economizing on a 
bookkeeper if it contributes substantial- 
ly to subsequent bankruptcy must be 
considered economy of the penny-wise- 
and-pound-foolish variety. 

The investigation provided scant sup- 
port for the contention that the size of 
the business did not warrant careful ac- 
counts. Judged by their liabilities some 
of the largest concerns were grave of- 
fenders on this score. Real estate dealers 
in particular were delinquent. The 33 
cases studied had average 
assets of $11,501 and aver- 
age liabilities of $135,572. 
Assets to begin with were 
only eight cents on the dol- 
lar and only a minute frac- 
tion of these was ever real- 
ized by the creditors. Yet 
50 per cent of these fail- 
ures kept no records at all 
and 25 per cent kept in- 
adequate records. The 101 
building contractors stud- 
ied showed average assets 
of $8,112 and average lia- 
bilities of $53,899. In spite 
of the amounts involved 
they proved as a class to be 
seriously negligent in the 
matter of records, 34 per 
cent keeping none at all 
and 29.8 per cent main- 
taining accounts which the 
investigators described as 
“inadequate”. 

It was found among the 
reporting concerns that 39 
per cent never took an in- 


ventory. The wage earner, the profes- 
sional man and certain types of business 
have little occasion for a periodic tabula- 
tion of stock on hand. Any enterprise 
which buys and sells merchandise as a 
distributor or changes it as a producer 
should know at all times what it has on 
hand and what its value record is. There 
is no justification for such negligence on 
the part of a retailer or wholesale mer- 
chant, yet 31 per cent of the former and 
40 per cent of the latter never took an 
inventory. Only five of the 17 bankrupt 
manufacturers took inventories. 


A DISEASE THAT KILLS 


THE credit experience of the failures 
studied indicates that one of the major 
causes of mortality is a disease which 
may be defined as compound optimism. 
That is to say. A customer persuades 
himself that he can afford a piano if the 
merchant will only grant him time in 
which to make payment. The sanguine 
prospect then fills the seller with the 
same gaseous confidence with the result 
that both find themselves subsequently 
in difficulties. The banker can easily se- 
cure from the applicant precise figures 
regarding his accounts receivable. He 
can determine the size of the average ac- 
count and the length of time necessary 
to close it. His experience with install- 
ment credit can be similarly tested. If 
both show laxity or substantial prior 
losses, the applicant at once brands him- 
self as a poor credit risk. 


Doctor: “He’s suffering from compound optimism” 
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During the year preceding failure the 
average loss from bad debts of the con- 
cerns which did a credit business was 
7.2 per cent while the loss on installment 
credit was 17.1 per cent. Contractors 
were excessively lax. Those reporting 
had an average loss on open credit of 
16.5 per cent with installment credit 
losses mounting to 28.8 per cent. 

The banker is in a position to apply 
a precise test to the credit policies of the 
retailers. The Department of Commerce 
in a national retail credit survey found 
the average open account loss to be 0.6 
per cent. As contrasted to this the loss 
of 76 retailers who failed was 4.8 per 
cent, a loss eight times as great as that 
of going concerns. Installment credit 
losses of failures were found to be five 
times as great as those of sound enter- 
prises. The banker therefore should be 
on his guard when the applicant reveals 
credit losses above the average and par- 
ticularly so when these occur in com- 
bination with a large proportion of sales 
on credit. 

In this connection the use of credit 
bureaus by merchants should be exam- 
ined by the banker. They are organized 
as clearing houses for credit information 
and succeed in stamping out thousands 
of unsavory credit beats. The merchant 
who ignores this assistance automatically 
places himself on a sucker list for these 
parasites. Only 13.4 per cent of the en- 
terprises which failed used credit bureaus. 

There are two other causes mentioned 
in this study of failures 
which the banker is in a 
position to note. The first 
is speculation outside of a 
man’s own business. Where 
a plumbing contractor takes 
flings in real estate and a 
grocer uses funds which 
should have been employ- 
ed in the payment of his 
own debts to play the stock 
market, they at once dis- 
qualify themselves for 
bank loans. It is poor judg- 
ment on the part of a 
debtor to use liquid re- 
sources in speculative ven- 
tures outside his own busi- 
ness where they may be 
wiped out over night. It is 
equally poor judgment for 
a banker to lend Smith 
$1,000 for “his business” 
when Smith at the same 
time has a margin account 
with a brokerage house 
which the banker knows. 
(CONTINUEDON PAGE 730) 
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Thrift 


at the Capitol 


Congress Face to Face with 


the Need for Economy 


By WILLIAM P. HELM 


ACK in the days of the Civil War 
there was a great deal of graft in 
connection with Government con- 


tracts. So Congress passed a law to end , 


it. The law directed that a copy of every 
contract made by the Departments of 
War, Navy and Treasury (the three 
chief spenders) should be spread out 
openly to the world. Anybody who 
wanted to could inspect it. 

That was quite a public concession, 
for most contracts were secret in those 
days. 

To accommodate the crowds expected 
to scrutinize the contracts, a new branch 
of the Government was created—the 
Returns Office of the Department of the 
Interior. A force of clerks was assigned 
to handle the rush, quarters were ob- 
tained and hundreds of yards of shelv- 
ing built along the walls to accommo- 
date the duplicate documents. 

All these expectations were realized 
fully. There was a rush, resembling the 
Klondike rush of another generation. 
The public stormed the new Returns 
Office. The duplicate contracts poured 
in, each bearing on a gilt wafer the im- 
print of the Great Seal of the United 
States. Vari-colored ribbons, including 
the red, white and blue of patriotism, 
bedecked each document. From then on, 
till after Appomattox, color and anima- 
tion prevailed at the new Federal 
branch. 

Soon after the War ended, however, 
the public seemed to forget the Returns 
Office. The rush shriveled away to 
nothing. Most of the clerks were trans- 
ferred to other work. A visitor became a 
rarity. 

Thus ended the usefulness of the new 
branch. All that seemed to remain was 
a decent wind-up of its affairs. But were 
its affairs wound up? Not so that it 
could be seen with the unaided eye. No; 
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Representative John McDuffie of Ala- 
bama, chairman of the House Economy 
Committee working on this problem 


the law was the law, and like Tenny- 
son’s brook, it ran on forever. So month 
after month, year after year, the three 
Departments continued to send dupli- 
cate contracts over to the Returns Of- 
fice. The ribbons faded, the ink dimmed, 
the paper yellowed with age and the 
shelves groaned finally under more than 
2,000,000 documents. And still they 
came. 

For nearly 70 years this obsolete Gov- 
ernment appendix drew its life-blood 
from the public Treasury. The last of 
the members of the Congress enacting 
the law was laid to rest with his fathers. 
Clerks in the office grew from youth to 


-crabbed old age and still the office con- 


tinued to function. It was entirely for- 
gotten—save by the Treasury. At an 
& 
William P. Helm, the author of this 
article, is an authority on Washington 
affairs and possesses an unusually keen 
eye for the rust in our Federal ma- 
chinery, as shown in his article here 


average of about $15,000 a year, how- 
ever, it continued to store contracts no 
longer needed or wanted, for more than 
60 years after the emergency had 
passed. 

All that the Returns Office had saved 
the taxpayers in graft it probably cost 
them for its continuing expense. Finally, 
just a year or so ago, it occurred to 
somebody in authority that this Trea- 
sury leak might as well be plugged. And 
plugged it was, after costing the tax- 
payers certainly not less than $1,000,- 
000 for which little, if any, adequate 
return was received. 

Such is one example of Government 
waste at Washington. It is one of un- 
counted dozens, scores or hundreds, ac- 
cording to the viewpoint of the enumera- 
tor, which seem to be in a fair way of 
drying up soon. 

The movement to reorganize the func- 
tions of the Federal Government in the 
interests of efficiency, economy and bet- 
ter coordination finally is off to a good 
start at Washington. This step had 
been urged by Harding, Coolidge and 
Hoover, but until recently it got no- 
where. Attempts at reorganization were 
made but they produced a net result 
showing but two or three shifts of bu- 
reaus from one department to another. 
Now a special committee of the House, 
formerly headed by Representative 
Byrns and later by Representative Mc- 
Duffie of Alabama, has taken hold of 
the problem with vigor and earnestness. 

The committee is called the economy 
committee. It has held hearings in Wash- 
ington and bestirred itself generally at 
its task. There has been a great rattling 
of dry bones and an abundant crop of 
fresh fears on the part of those being 
led, as they feel, to the slaughter. There 
likewise is cause for general rejoicing 
among the taxpayers in Mr. Byrns’ re- 
cent optimistic forecast that about $240,- 
000,000 a year can be lopped off the 
public’s bills through reorganization 
about to be proposed and put through 
Congress. 

At the very outset of its work, the 
committee proposed to eliminate, so far 
as possible, over-lapping and duplica- 
tion of effort. Of both, there is abun- 
dance, it would appear. More than 20 
various branches of the Government, 
for instance, collect and distribute sta- 
tistics, most of them closely related, cov- 
ering various phases of business and 
social activity. Each serves a class pa- 
tronage. 

Doubtless there is room here for sav- 
ing a few odd millions annually. Cer- 
tainly there would appear to be oppor- 
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tunity for extensive savings in the pub- 
lication of much of this material. The 
Government Printing Office, biggest es- 
tablishment of its sort in the world, is 
now engaged in publishing more than 
60 daily, weekly, monthly and other 
periodicals, in addition to its mammoth 
crop of general bulletins and pamphlets. 
This material rolls out of the Capitol 
by the trainload year after year. 

By the trainload, did I say? The 
statement is conservative. The two 
Houses of Congress alone pay more than 
$25,000 a year to young men and wo- 
men simply to fold speeches (most of 
which are mere extensions of remarks 
in the Congressional Record) to send 
through the mails. I haven’t counted 
the number of speeches thus recorded, 
but doubtless it runs to thousands every 
year. So heavy is the flow of franked 
matter through the mails that the Wash- 
ington Postmaster arbitrarily is given a 
credit of about $4,000,000 a year, repre- 
senting the Department’s estimate of 
what it would cost to send this free mat- 
ter out at regular rates of postage. 

The economy committee doubtless 
will take a whack at just such wastes as 
that. Another minor, though important, 
waste concerns the mileage paid mem- 
bers of both Houses to cover their trans- 
portation to Washington to attend ses- 
sions of Congress and their return 
home. The rate is fixed (by law of 
1866) at 20 cents a mile both ways, 
from the member’s home. And the rec- 
ord shows that this is just about four 
times as much as actual railroad and 
pullman fares now cost. 

A thrifty member, living in the Far 
West, easily can add $1,000 a year to 
his $10,000 salary by his mileage. West- 


The task of the economy 
committee is far beyond the 
surface imaginings of most 
laymen. To save the taxpay- 
ers $240,000,000 a year— 
and that big sum is only 
about 6 per cent of the total 
annual spendings of the Fed- 
eral Government — would 
be a modern miracle under 
the present political cireum- 
stances. If Mr. McDuffie and 
his colleagues accomplish 
their purpose, they will 
blaze an uncharted trail in 
present-day Federal finance. 


ern Congressmen and Senators receive 
up to $1,347 for their mileage to Wash- 
ington and back home. A recent listing 
of mileage paid 66 Senators coming on 
to attend the special session of the Sen- 
ate in July, 1930, to ratify the London 
treaty of limitation of arms, shows $33,- 
400 paid out. Published railroad fares 
show the total fare and lower berth 
charges for the 66 trips to have totaled 
but $7,433. That is excess fare with a 
vengeance, 7734 per cent excess. And 
the group of 66 Senators probably is 
typical of all Congress. 

Whether criticism should be made of 
these Senators for accepting such ex- 
orbitant sums from the Treasury in 
hard times is a matter of opinion. They 
took the excess legally and in accord 
with long-established custom. Indeed, 
some of them did not even return home 
when the regular session of Congress 
ended, which was only four days before 
the convening of the special session. 
Under the law, a return home was not 
necessary. A member of Congress gets 
his mileage for attending each session 
whether he returns home or not. 

House and Senate now appropriate 
$226,000 a year for their own mileage. 
At 7734 per cent excess, this is about 
$175,000 more than is actually neces- 
sary, excluding tips and meals. Doubt- 
less Mr. McDuffie’s committee will do 
something about that. 

There are certain fixed charges of 
Government, however, about which 
little can be done in the way of retrench- 
ment. Payment of interest on the public 
debt, plus the sinking fund payments, 
runs to a total annual expenditure of 
$1,065,000,000 at the present time. The 
total budget estimates for the coming 
fiscal year are only $3,890,000,000, so 
here is more than one-fourth of the cost 
of Government that is untouchable so 
far as retrenchment is immediately pos- 
sible. 

The economy committee therefore 
must look elsewhere for its savings. 
Some will come from national defense. 
The War and Navy Departments are 
down in the budget estimates for a total 
of about $750,000,000. That total, al- 
ready pruned by Congressional com- 
mittees, probably will be cut still more. 
There is danger, however, in cutting 
the twin services too deeply—a danger 
of which the economy committee ap- 
pears to be aware. Already Army and 
Navy are down to what the experts call 
the bare boards of necessity. To weaken 
them unduly would invite national dis- 
aster. 

The largest single item of expenditure 


Representative Joseph W. Byrns of Ten- 
nessee, former chairman and an ac- 
tive member of the Economy Committee 


revolves around the Veterans’ Bureau. 
In reorganizing that big branch of the 
Government, the economy committee 
probably will meet its stiffest opposi- 
tion. The veterans’ block in Congress 
probably comprises a majority of both 
houses. Yet the Veterans’ Bureau is 
down for $829,000,000 next year in the 
budget estimates and, if possible, some- 
thing should be done by reorganization 
or otherwise, to reduce the total. 

While the big affairs of the bureau— 
pensions, hospitalization, etc.—prob- 
ably will not be shrunk by the com- 
mittee’s proposals, there are certain 
other savings possible. More than 300 
major employees of the Veterans’ 
Bureau, for instance, are today retired 
officers of the World War. That is, they 
are retired on three-quarters pay as be- 
ing 30 per cent or more disabled because 
of their War Service, although, as a 
matter of record, many of them never 
left the country during the conflict. 

These employees, whose average sal- 
ary approximates $4,000, also receive 
retired pay from the Government. One 
of the major employees of the bureau, 
for instance, receives $9,000 a year sal- 
ary and $187.50 monthly as retired pay 
as major. This is the sort of thing that 
will engage the committee’s attention. 
Probably $1,000,000 a year is being 
paid, in retired pay, to officers now 
drawing good salaries in the Govern- 
ment service. 

Construction, roads and public build- 
ings, is down for about $400,000,000 a 
year in the budget estimates and even 
the economy committee would have vast 
difficulty in lowering that figure. The 
committee probably regards that ex- 
penditure as wholly justified and 
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won’t attempt a curtailment of it at 
present. 

These major expenditures leave less 
than $1,000,000,000 of annual spend- 
ings from which the committee may 
whittle its chief savings via reorganiza- 
tion. And that $1,000,000,000 covers 
the full routine activities of more than 
150 boards, commissions and bureaus. 
The conviction is growing that mere 
reorganization can never effect a big 
saving here, and that the task ahead is 
more than simply reorganizing the Fed- 
eral service. 

By actual count, Congress has given 
the Federal Government more than 25,- 
000 jobs to do all the time. These vary 
from prohibition enforcement and sav- 
ing coal miners to testing high tempera- 
tures and making long-range weather 
forecast material available to scientists. 
They include such miscellaneous things 
as supervising the drinking water on 
trains, taking children under age out of 
the beet fields and other occupations 
where they sometimes stray, manufac- 
turing printers’ ink, stitching mailbags, 
poisoning prairie dogs and making day- 
light pictures of stars. 

Now, asks the committee, what busi- 
ness has the Government of the United 
States in all that sort of activity? Some 
of the many tasks it manifestly ought 
to perform, but many could be dis- 
pensed with. So the committee faces the 
job not only of reorganizing the Govern- 
ment’s forces but of lopping off certain 
Government activities. 

And there comes the rub. What ac- 
tivities should be lopped off? It may 
look strange to unfamiliar eyes, but the 
bald fact is that practically every sin- 
gle undertaking to which the Govern- 
ment puts its hand today is ardently 
championed by a large or small group 
in both House and Senate. Touch but 
a single activity, and the effect is the 
same as if you jabbed a pin into your 
neighbor’s leg. A howl of pain arises 
under the dome of the Capitol. 

The veterans’ bloc and the farm bloc 
are the most powerful in Congress to- 
day, but other lesser groups are strong 
to reckon with. To cut expenses in 
items concerning veterans and farmers, 
the committee will need the wisdom of 
a serpent and the deftness of a cat. To 
cut any activity means to clash with 
entrenched interests in Congress. Mr. 
Byrns’ optimism may be greater than 
his valor when he forecasts a cut of 
$240,000,000 a year. If he cuts off half 
that sum, or $120,000,000, he will be 
accomplishing what heretofore has been 
the unattainable. 


THE NEW TAX LEGISLATION 


The situation, its causes, the problem, 
the solution, probable action 


During 1931 and 1932, the United States Government incurred 
large deficits. Jeopardy of national credit compelled action. The 
facts: 


SITUATION: 


Fiscal Year Receipts Expenditures Surplus or Deficit 


(millions) (millions) (millions) 


1930 $4,177 $3,994 $183S 
1931 3,317 4,219 902D 
1932* 2,242 4,482 2,240D 
1933* 2,375 4,113 1,738D 
*Treasury estimates, February 9, 1932. 


CAUSES: 

Four principal causes: (1) drastic decline of receipts during a 
business depression; (2) large emergency expenditures; (3) a 
revenue system with too narrow base; (4) two years’ delay of 
remedial action. 


PROBLEM: 

To balance the 1933 budget by increasing revenue, decreasing 
expenditures, or both. Appropriations for Reconstruction Fi- 
nance Corporation and Federal Land Bank could be treated as 
items outside the budget. Of the $1,738,000,000 prospective de- 
ficit, $497,000,000 representing debt service could be temporarily 
pushed aside. That left a minimum prospective deficit on current 
operations of $1,241,000,000. To find that amount was the prob- 
lem presented to Congress. 


SOLUTION: 

After analysis of numerous suggested programs and extensive 
public hearings, the Ways and Means Committee drafted a bill 
which, after radical changes through amendments, was passed 
by the House. It pledges $200,000,000 of economies and addi- 
tional revenues of $1,062,900,000, a total of $1,262,900,000 
against a minimum need of $1,241,000,000. The new revenues 
proposed include: 


TAXES ON “THE RICH” TAXES ON BUSINESS ‘TAXESONEVERYBODY 


Higher income, surtax and Higher corporate rates, Taxes on _ admissions, 
estate rates; reduced ex- lower exemptions, penalty radios, refrigerators, tele- 
emptions and administra- for consolidated returns; phone and telegraph mes- 
tive changes in income tax; taxes on bond and stock sages, malt, cosmetics, 
gift tax; taxes on jewelry, transfers and issues; taxes sporting goods, automo- 
furs, safety deposit boxes on trucks, coal, oil and pipe__biles, matches, chewing 


and yachts— 


$394,500,000 


lines— 


$249,900,000 


gum, firearms, candy; in- 
creases of postal rates —— 


$418,500,000 


$1,062,900,000 


PROBABLE ACTION: 

Renewed attempts to balance budget more by economies and 
less by new taxes, with some moderate results from such at- 
tempts; perhaps further agitation for general sales tax as substi- 
tute for excises; material changes by the Senate in rates or in 
objects selected for excise taxes, but with enactment of bill along 
fundamental lines laid down by the House. 


Events and Information 
WITHIN THE ASSOCIATION 


EARINGS were held before the 

Senate Committee on Banking 

and Currency on April 2, and be- 
fore the House Committee on Banking 
and Currency on April 4 and 5, upon 
various proposals to amend Section 
5219, United States Revised Statutes, 
which limits the states in their taxation 
of national banks. A delegation from 
California representing the tax commis- 
sion of that state urged certain amend- 
ments. The American Bankers Associa- 
tion and its Special Committee on 
Section 5219 had heretofore reached an 
agreement with the Association of 
States on Bank Taxation, composed of 
tax commissioners of the various states, 
upon a compromise amendment which 
is embodied in the Goodwin Bill H. R. 
7928, and a simplified substitute for 
this amendment was presented to both 
committees and supported by represen- 
tatives of tax commissioners and of the 
American Bankers Association. At the 
hearings, the Association also opposed 
the Norbeck Bill which would enable 
any state to place banks in a class by 
themselves and permit of their unlimited 
taxation. 

Hearings have been held before a 
sub-committee of the House Committee 
on Banking and Currency on the Stea- 
gall Bank Guaranty Bill which is de- 
signed to provide a Federal guaranty 
fund for depositors in national banks 
and state member banks, the fund to be 
accumulated from earnings from the 
Federal Reserve banks and by contribu- 
tions from member banks. The Associa- 
tion opposed this legislation and an 
exhaustive brief has been prepared and 
filed by the General Counsel in opposi- 
tion. 

Hearings were granted by the Senate 
Committee on Banking and Currency 
on the Glass Bill $.4115 to amend the 
Federal Reserve and National Bank 
acts in a number of particulars, begin- 
ning on March 23 and ending on March 
30. The Association has actively oppos- 
ed the bill as introduced and a delega- 
tion of bankers, composed of officers and 
representatives from different parts of 
the country, appeared at the hearings 


The Executive Council of the 
American Bankers Association 
held its Spring meeting at the 
Greenbrier Hotel, White Sulphur 
Springs, West Virginia, April 25 
to 27, inclusive. A more exten- 
sive account of the reports and 
discussion will appear in the 
next issue of the JOURNAL. 


Congressional Hearings 
in Washington 


Trust and Savings 
Conferences 


New Booklets 


and gave testimony in opposition. A 
brief has been prepared and filed with 
the committee showing the deflationary 
effect of the proposed legislation. 


WESTERN SAVINGS CONFERENCE 


THE Western Regional Savings Con- 
ference met in St. Louis April 21 and 
22 at the Hotel Jefferson. Pressing bank- 
ing problems were covered in addresses 
and discussion, the subjects including 
investment of savings funds, advertis- 
ing, real estate loans, hoarding, etc. 
Speakers included William McChes- 
ney Martin, Governor of the Federal 
Reserve Bank, St. Louis; Jay Morrison, 


The juniors are preparing to 
delve into banking’s many prob- 
lems at the annual convention of 
the American Institute of Bank- 
ing to be held in Los Angeles 
June 6-10. Detailed discussions 
will center upon audits and ac- 
counting, bank administration, 
business development and adver- 
tising, credits, deposit functions, 
investments and investment bank- 
ing, savings banking and trust 
functions. Mr. Henry Mergler, 
President of the Institute and as- 
sistant treasurer of the Fifth- 
Third Union Trust Co. of Cin- 
cinnati, will preside. The open- 
ing address will be delivered by 
Dr. R. B. von Klein Smid, Presi- 
dent of the University of South- 
ern California at Los Angeles. 


President of the Savings Division of the 
American Bankers Association and vice- 
president, Washington Mutual Savings 
Bank, Seattle, Wash.; Wood Nether- 
land, president, Federal Intermediate 
Credit Bank of St. Louis; J. V. Holdam, 
assistant vice-president, First National 
Bank, Chattanooga, Tenn.; R. S. 
Hawes, president, Clearinghouse Asso- 
ciation of St. Louis and vice-president, 
First National Bank in St. Louis; W. R. 
Morehouse, vice-president, Security- 
First National Bank of Los Angeles and 
former President of Savings Division. 


SOUTHERN TRUST CONFERENCE 


THE Fifth Southern Trust Conference 
was held at the Hotel Noel, Nashville, 
Tennessee, on April 29 and 30, under 
the auspices of the Trust Division. 
Speakers included Thos. C. Hennings, 
President, Trust Division, American 
Bankers Association and vice-president, 
Mercantile-Commerce Bank & Trust 
Co., St. Louis, Mo.; T. O. Trotter, Jr., 
asst. vice-president, First National 
Bank, Chattanooga, Tenn.; Frederick 
R. Behrends, vice-president, California 
Trust Co., Los Angeles, Cal.; James C. 
Shelor, asst. trust officer, Trust Com- 
pany of Georgia, Atlanta, Ga.; Ray- 
mond H. Trott, vice-president, Rhode 
Island Hospital Trust Co., Providence, 
R. I.; Maclin F. Smith, trust officer, 
Birmingham Trust & Savings Co., Bir- 
mingham, Ala.; Edward J. Reilly, trust 
counsel, Moody’s Investors Service, 
New York, N. Y.; William A. Stark, 
Fifth—Third Union Trust Co., Cincin- 
nati, Ohio; E. S. Parker, Jr., attorney, 
Greensboro, N. C.; A. Key Foster, asst. 
trust officer, Birmingham Trust & Sav- 
ings Co., Birmingham, Ala.; Dr. Gus 
W. Dyer, Professor of Political Econo- 
my, Vanderbilt University, and Thomas 
W. Vinton, trust officer, Bank of Com- 
merce & Trust Co., Memphis, Tenn. 


NEW BOOKLETS 


THE turmoil concerning international 
indebtedness and the part played therein 
by gold are covered in a booklet “Gold, 
Savings and Trade” written by Fred 
I. Kent, Chairman, Commerce and Ma- 
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rine Commission of the Association. 

“Is Unemployment Insurable?” If so, 
what are the factors which should enter 
into a successful plan? These are dis- 
cussed in another booklet issued by the 
Commerce and Marine Commission. 
The contributors to this booklet are 
James D. Craig, Actuary, The Metro- 
politan Life Insurance Company, and 
Leo Wolman, Professor of Economics, 
Columbia University, and Economist, 
Amalgamated Bank of New York. 

Single copies of these booklets are 
available without charge upon request 
by member banks; additional copies, 15 
cents each. 

A comprehensive system for bank 
management by budget and accrual was 
published by the Bank Management 
Commission as booklet number 10 of 
the Commercial Bank Management 
series. In separate sections the booklet 
deals with budget of funds, budget of 


income and expense, and accruals. Addi- 
tional copiesare available at 25cents each. 


NEW STAFF MEMBERS 


RECENT additions to the staff of the 
JOURNAL include Donald B. Woodward, 
associate editor, and A. C. McPhail in 
charge of production. 

Mr. Woodward was formerly the fi- 
nancial editor of Business Week, a 
McGraw-Hill publication, and previous 
to that was on the staff of the Wall 
Street Journal both in New York and 
Washington. “A Primer of Money,” a 
new book of which he is co-author with 
Marc A. Rose, editor of Business Week, 
has just been published by Whittlesey 
House. 

Mr. McPhail was formerly financial 
manager of Review of Reviews, and 
previous to that was editor of the 
Bankers Monthly and the Bulletin, 
Rand McNally publications. 


State Associations 


URING the next two months, May 
and June, state banking associa- 
tions will be very active. Sixteen con- 
ventions will be held in the next 30 days, 
and 17 associations will hold their an- 
nual conventions during June. Together 
with the few conventions that already 
have been held, the two months will 
practically complete the state convention 
calendar. July contains but few meet- 
ings, and September even fewer in the 
state field. 
The important place held by the state 


J. A. SPEKENHIER 


who became President of the Louisiana 
Bankers Association at its annual con- 
vention at Baton Rouge, April 18-19, is 
president of the First State Bank and 
Trust Company of Bogalusa 


W. S. ELLIOTT 


Vice-president and cashier of the Bank 
of Canton, Canton, Ga. was elected Pres- 
ident of the Georgia Bankers Association 
at the Augusta convention, April 12-13 


association has perhaps never been 
more marked than it is this year. Ever 
since the founding of the New York 
Clearing House in the middle of the last 
century, local treatment of local prob- 
lems has been a recognized principle of 
banking. And much of such local activ- 
ity centers in the state association and 
its subdivisions. The regional and na- 
tional meetings, such as those of the 
American Bankers Association, dealing 
with equally fundamental problems of 
the broader scope, are the capstone. 
Most of the state meetings this year 


therefore are planned for the bankers of 
the state involved—as the North Caro- 
lina Association puts it “A North Caro- 
lina program for North Carolina bank- 
ers,” in speaking of the program of their 
convention. 

While a variety of subjects will be 
discussed, the various problems of bank 
management apparently will predomi- 
nate among the topics. Among these are 
service charges, loan and investment 
policies, personnel, advertising, budget- 
ing and cost questions. And the con- 


HAYNES McFADDEN 


Secretary of the Georgia Bankers Asso- 
ciation, with offices at Atlanta 


ventions will not be marked by formal 
speeches alone, for practically all of the 
programs allow ample time for discus- 
sion. The programs received also con- 
tain what appear to be excellent provi- 
sions for amusement and entertainment. 

Nevertheless most programs have 
some speakers who will paint the wider 
picture also. The main interest, of 
course, centers in local problems, but 
discussions of national and international 
events seem likely to have a more im- 
portant place than usual. 

The recent Congressional legislation 
affecting banking and especially the pro- 
posals that directly concern the state 
banks will be subjects for discussions in 
and out of the convention halls. And, 
with the recent wave of bank closings 
showing definite signs of subsiding, the 
problems of bank reorganizations and 
of group action among bankers in many 
communities for this purpose assumes 
added importance. 

Despite rather unfavorable conditions 
which generally prevail, present indica- 
tions point to good attendance at these 
sessions. 
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RECORDAK 


ye Used by the seven largest banks in America. 
yie And by hundreds of medium-sized and small 


banks in the United States and Canada. 


No bank is too small 
or too large to operate 


Recordak profitably. 


HO are the users of Recor- 

dak? Many are banks whose 
names are synonymous with world 
power. Others are leading banks in 
American and Canadian cities. Still 
others are community banks, small 
in size but progressive in spirit. 

What does Recordak do for these 
banks? First of all it saves money. 
In bookkeeping departments it 
saves a third in labor, 40% in ma- 
chines, a halfin stationery; in transit 
departments it saves 40% in oper- 
ating cost; in filing departments, up 
to 90% in storage space. 

And with these economies, Rec- 
ordak protects the bank—against 
check frauds, and against misunder- 
standings with customers in case 
of loss of original items. 


‘ 


In hundreds of banks Recordak makes photographic 
records of checks paid, checks in transit, bookkeeping 
forms, file and other items at little expense, saving 
timeand money, and protecting against lossand fraud 

Progressive banks enjoy these 
economies and this protection 
without one cent of capital invest- 
ment—merely a small rental charge 
that is more than offset by immedi- 
ately effected economies. 

Ata time whenevery effort should 
be made to cut routine expense, 
Recordak economies are doubly 
important. Mail coupon for com- 
plete details, without obligation. 


Recordak Corporation 


Subsidiary of EASTMAN KODAK COMPANY 


RECORDAK ECONOMIES 
Bookkeeping Department 


in machine equipment, 50% in 

stationery. 

| Transit Department 
A saving of 40% in operating 
cost. 

Filing Department 
Savings up to 90% in storage 
space. 

| Fraud Protection 

Real protection against check 


messenger fees. 


Savings of 334% in labor, 40% 


fraud. Saving of registry and 


] 


RECORDAK CORPORATION 
350 Madison Ave., New York City 
Please send complete Recordak information. 


Name 
Bank 

Street 
City 
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THE PENNSYLVANIA RAILROAD 


SUMMARY OF ANNUAL REPORT FOR 1931 


fe 85TH ANNUAL REPORT Of the Pennsylvania Railroad Company, cov- 
ering operations for the year 1931, will be formally presented to the 
stockholders at the annual meeting on April 12th, 1932. The report shows 
that although total operating revenues in 1931 declined over $122,000,000, 
or 21.5%, the Company earned a net income of $19,545,194. This was 
equivalent to 2.97% upon the outstanding capital stock at the close of 
the year as compared with 10.55% upon the amount outstanding at the 
close of 1930. Net income per share (par $50) was $1.49 compared with 
$5.28 in 1930. 
OPERATING RESULTS 


1931 Comparisonwith 1930 


Increase or Decrease 


ToTAL OPERATING REVENUES were $448,090,279 D$122,375,081 
ToTAL OPERATING EXPENSES were 352,865,931 D 74,317,250 
LEAVING Net REVENUE of 95,224,348 D$ 48,057,831 
TAXES amounted to 29,969,737 D 5,692,019 
EQUIPMENT, JOINT Facitity RENnTs, etc., amounted to 14,198,805 D 1,240,061 
LEAVING NET RAILWAY OPERATING INCOME of $ 51,055,806 D 41,125,751 

INCOME FROM INVESTMENTS AND OTHER SOURCES 
amounted to 48,036,336 D — 7,230,341 
MakING Gross INCOME of $ 99,092,142 D$ 48,356,092 

RENTAL Paw LEASED LINES, INTEREST ON FUNDED 
DEBT AND OTHER CHARGES amounted to 79,546,948 I 908,532 

LEAVING Net INcoME (Equal to 2.97% of Capital 
$ 19,545,194 D$ 49,264,624 


Dividends of 6!/4,% were paid to the stockholders, part of which was 
charged to Profit and Loss Account. 


Notwithstanding extremely adverse business conditions prevailing during 
the year 1931, the results accomplished by the Pennsylvania Railroad, while 


not satisfactory, were better than those attained by railroads generally and 
reflect credit upon the loyalty and fortitude of the officers and the employes. 


Continued co-operation of stockholders, bondholders and employes is 
again solicited in securing additional passenger and freight traffic for the 
Pennsylvania Railroad. 


W. W. ATTERBURY, 
Philadelphia, Pa., April 4th, 1932 President 


THE PENNSYLVANIA RAILROAD 


Carries More Passengers, Hauls More Freight Than Any Other Railroad in America 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders may obtain copies of the Annual Report from J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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Stenographic, bookkeeping and other operational departments nowadays are located on the upper floors. Sound-deadening 


Modern Bank Interiors 
(CONTINUED FROM PAGE 698) 


departments. A separate room or an en- 
tire floor is sometimes given over to it. 
In smaller banks the savings depart- 
ment is often located in the basement 
along with the safe deposit department. 

The trust department in average-sized 
banks is perhaps best located on the 
mezzanine. Conference rooms are also 
usually on the mezzanine, and the offi- 
cers may be there or nearby. In the small 
bank, the trust department may be es- 
tablished in the basement, along with 
the safe deposit vault and the savings 
department. 

The bank vault should be placed 
wherever it will be most con- 
venient for the staff. Sometimes 
it has been given the place of 
honor vacated by the safe de- 
posit vault, but the reasons for 
not locating the latter at that 
point apply also to the bank 
vault. Its location has no rela- 
tion to that of the safe deposit 
vault in the basement, and it 
need not necessarily be placed 
directly above. In a fireproof 
building, there is little or no 
need for a book vault. 

Natural light is preferable to 
artificial light in every case. A 
banking room with ample nat- 
ural light is far more attractive 
than a room artificially illumi- 
nated, regardless of how elabo- 
rately and beautifully it may 
be done. Natural light is cer- 
tainly desirable for working 
space, and for the comfort and 
health of employees. Fortu- 
nately modern construction 
makes it possible to admit 
light in almost unlimited quan- 
tities throughout the day. 


equipment lessens the noise of machines 


Even in the extreme case of a narrow 
building between property walls, a sur- 
prising amount of light can be admitted 
if practically the entire front wall is 
made of glass. This has been done suc- 
cessfully in a number of bank buildings 
recently erected in the larger cities, and 
in Germany there are some recent ex- 
amples of translucent glass block con- 
struction for the walls and roof. The 
natural lighting of the bank interior has 
been facilitated further by reduction or 
elimination of the screen, permitting un- 
obstructed light above the counter level. 


THE LIGHTING EFFECT 


ARTIFICIAL lighting should follow 
the general rule of putting the light where 


Tellers on one side and public space on the other, 
when the lobby is long and narrow 


it is needed, and with a minimum of 
general illumination. After each indi- 
vidual desk and the working spaces have 
been provided with adequate light, the 
room itself does not require high illumi- 
nation. In general the less conspicuous 
this is, the better; and some form of 
concealed indirect lighting, such as cove 
lighting, is very satisfactory. The elabo- 
rate chandeliers often seen in banks of a 
decade or so ago give less satisfactory 
illumination and add to the expense. 

With large windows and modified 
screens, bank buildings today have 
greatly improved facilities for natural 
ventilation. But if a mechanical ventilat- 
ing system must be installed, it is prob- 
ably worth the difference to get a 
full air-conditioning apparatus. 
Several metropolitan banks 
have installed such systems, 
and are said to have reduced 
their year-round losses due to 
sickness of employees, and to 
have stimulated summer busi- 
ness as well. Air-conditioning 
was discussed in an article in 
the JOURNAL for March. 

The bank building of today, 
designed in accordance with the 
principles outlined in this ar- 
ticle, is simple and unpreten- 
tious. There is no meaningless 
“decoration.” It is clear-cut and 
business-like and makes no 
pretense of being other than 
a place of business. It is light 
and open and inviting. And by 
designing simply and honestly 
to fulfill the required functions, 
the building has an intrinsic 
character which has nothing to 
do with superficial “styles.” Its 
character is built in, not ap- 
plied as decoration. It invites 
business and is arranged effi- 
ciently to handle that business. 
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DEPOSITED 
STOCKS 


IN EACH UNIT OF 100,000 


NORTH AMERICAN TRUST 
SHARES, 1955 


MAXIMUM CUMULATION TYPE 
CAs of October 17, 1931) 


CHEMICAL 15% 

E. I. duPont de Nemours & Company 
Eastman Kodak Company. . . 
The Procter & Gamble Company 
Union Carbide & Carbon Corporation 


ELECTRICAL EQUIPMENT 6% 


General Electric Company .... . 
Westinghouse Electric & Manufacturing Co. . 


STEEL 3% 


United States Steel Corporation 


FOOD 11% 

The Borden Company . .. . 
Corn Products Refining Company 
National Biscuit Company 
General Foods Corporation 
Standard Brands Incorporated 


RETAIL MERCHANDISING 9% 
Sears, Roebuck & Co. 

F. W. Woolworth Co. . 


MACHINERY 6% 


American Can Company . ...... 
American Radiator & Standard Sanitary Corp. 
Otis Elevator Company 


FARM MACHINERY 1% 


International Harvester Company 


TOBACCO 6% 
The American Tobacco Company ‘‘B’’ . 
R. J. Reynolds Tobacco Company ‘‘B”’ 


AUTOMOBILE 2% 


General Motors Corporation . 


PETROLEUM 4% 
Standard Oil Company CNew Jersey) . 


RAILROADS 12% 

The Atchison, Topeka & Santa Fe Railway Co. . 
The New York Central Railroad Company . 
The Pennsylvania Railroad Company 

Union Pacific Railroad Company 


UTILITIES 25% 


American Telephone & Telegraph Company . . . . 100 
Columbia Gas & Electric Corporation. . . . . 400 
Consolidated Gas Company ot New York. . . . . . 200 
The North American Company . . . . .. . 200 
Pacific Gas & Electric Company. . . . . . . 200 
Public Service Corporation of New Jersey. . . . «. . 100 
The United Gas Improvement Company . . . . . . 300 


As of October 17, 1931, the date of execution of the Trust Agree- 
ment, a stock unit consisted of the shares listed above. Percen- 
tages (approximate) of total investment by industries are based 
on market prices of that date. 


The deposited stocks in each unit of 4,000 NORTH AMERICAN 
TRUST SHARES, 1956 (Maximum Distribution Type) consisted 
on October 17, 1931, of 1/25th of the number of shares of the 
common stocks listed above. 


A BOOKLET FOR BANKERS 


How this portfolio was selected, why 25% of the investor’s dol- 
lar goes into Utilities, 15% into Chemicals, etc., etc., how this 
selection of stocks compares with the whole fabric of American 
business, and other facts which will interest bankers and trust 
officers, are contained in a booklet, ‘‘Building a Portfolio,’ 
which will be sent free of charge on request to any banker. 
Simply write Dept. A, Distributors Group, Inc., 63 Wall Street, 
New York. 
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WHEN THEY SUGGEST 


mmm Stocks. 


V \ HEN a bank customer asks whether he should buy common stock 
—and which stock to buy—he places his banker in a difficult position. Unless the ad- 
vice is successful, the banker will be blamed for disappointments. What should you, as 
a banker, say to this customer? Although stock prices are at depression levels today, 
with many good “‘buys” for the long-term investor, you can tell him that common 
stocks are a sound investment on/y when 
safeguarded by diversification. No single 
common stock, no matter how fine its rec- 1 


‘ tions listed at the left—leading companies in 12 outstanding 
ord, is safe—but the Law of Averages pro- American industries. ait yen 


tects the investor who buys many sound 9 
common stocks. 

You can tell him of a plan by which he 
can secure an ownership, not in one com- 
mon stock, but in the common stocks of 


- 


3% 


3 


NORTH AMERICAN TRUST 
SHARES PROVIDE: 


Maintenance of Investment Quality—A Research De- 
partment is constantly engaged in studies of the condi- 
tions affecting the investment standing of the stocks under- 
lying NORTH AMERICAN TRUST SHARES, 1955 and 1956. If 
these investigations indicate that for good investment rea- 
sons, and solely for the purpose of protecting and preserving 
the quality of the investment, all or any part of any stock 
should be eliminated, such elimination may be made. 


No Substitution—The net proceeds from the sale of any 
stock which may be eliminated are returned to the Trust 


34 leading corporations in 12 outstanding 
American industries. The percentage of 
dollar investment in each stock follows a 
carefully worked out program, based on the 
relative investment atractiveness of each 
company within the industry. 

This is the plan of NORTH AMERICAN 
TRUST SHARES, 1955 and:1956. Available in 
small or large denominations, they offer a 
complete program for common stock invest- 
ment whether the investor has $150 to in- 
vest or $150,000. 


Shareholder. No discretionary substitution is permitted. 


4 The Convenience and Safety of Trust Administration— 

One of the world’s largest trust companies, as Trustee, 
administers the investment for Trust Shareholders, handling 
all details connected with the receipt and distribution of 
dividends, the compounding of interest monthly on all 
moneys of the Trust in its possession, etc. The Trustee’s 
continuing fees for the entire life of the Trust are provided 
for in advance. 


Marketability—Trust Shares are bearer certificates which 


may be converted into cash or the underlying stocks at 
any time through the Trustee. 


The offering price of North American Trust Shares 
is based upon and varies with the actual New York 
Stock Exchange 100-share lot transaction prices of 
the underlying stocks during market hours. 


Complete details of the method of calculating this 
offering price are contained in the Offering Circular. 


DISTRIBUTORS GROUP, INCORPORATED 


Owned by a Nationwide Group of Investment Houses 


63 WALL STREET, NEW YORE 
CHICAGO e ATLANTA e« PITTSBURGH » PHILADELPHIA * LOS ANGELES 
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Send your message 
by POSTAL TELEGRAPH 


@ Banking men are using Postal Tele- 
graph because the Postal Telegram 
always goes directly to the man it is in- 
tended for... gets his attention immedi- 
ately... urges him to act promptly. 

And they rely on Postal Telegraph 
also because it is always fast —always 
accurate—always dependable 
...because it reaches 80,000 
places in the United States 


Postal Telegrapbis the only Americantel- 
egraph company that offers a world-wide 
service of coordinated record communica- 
tions under a single management.Through 
the great International System of which 


INTERNATIONAL 


and Canada through a vast organiza- 
tion whose single purpose is to see 
every message through, without fuss or 
bother or delay...and because it is a 
part of the great International System 
of world-wide coordinated communica- 
tions ... telegraph, cable and radio. 
So, today...if you want quick 
action from anybody...any- 
where...use Postal Telegraph. 


Postal Telegraph is a part, it reaches 
Europe, Asia, The Orient over Commer- 
cial Cables; Central America, South Amer- 
ica, and the West Indies over All America 
Cables; and ships at seavia Mackay Radio. 
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New Orleans—BANKS AND CITIES 


(CONTINUED FROM PAGE 691) 


One of the oldest banks in the South, erected in 1805. 
Formerly the Bank of the United States, it is now a 


curio shop 


molasses as the chief export of the city, 
and had been crowned as “King.” 

In the Civil War, the banks of the 
city were badly crushed between the ac- 
ceptance of Confederate currency and 
loans to the Confederacy on one side, 
and on the other side, fines by General 
Butler because of such activities. 

After reconstruction, the revival of 
the South depended on the financing of 
the cotton industry, and the banks 
rapidly developed the system that made 
cotton the big money crop of the South. 
Planters, buyers, shippers, and eastern 
and English manufacturers, all agreed 
that the progress of the cotton crop from 
the seed to the loom depended abso- 
lutely on the banks. 

One of the banks of that era that 
helped to develop the cotton industry 
was the Hibernia, which was first or- 
ganized in 1870 and is at present one 
of the great institutions of New Orleans. 
Fully as important was the Whitney 
Bank which was founded in 1883 by 
George Quintard Whitney. 

From the same period dates the clear- 
inghouse which was established in 1872, 
and the stock exchange which was 
founded five years later. 

In the meantime the railroads were 
encroaching more and more upon the 
river trade. They -had begun to divert 
freight from the river to eastern lines 
even before the Civil War, but their ef- 
fects were not strikingly patent until 
after the conflict. Then it was discovered 
that even heavy freight such as cotton 
bales could be transported by rail, and 


that much of the traffic 
that otherwise would have 
come down the river was 
being railroaded to the 
Atlantic coast. The rail- 
roads developed such a 
network that at the end 
of the century it looked 
as if the steamboats might 
be starved out almost en- 
tirely. 

But the river was not 
yet through. First the be- 
lievers in water transpor- 
tation developed a. barge 
system that multiplied 
the freight that could be 
handled by a steamer. 
Then the citizens of New 
Orleans constructed a 
great inner harbor or in- 
dustrial canal that con- 
nected the Mississippi and Lake Pon- 
chartrain, making available 96,000 acres 
of harbor. For this improvement the 
banks underwrote about $25,000,000 
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worth of securities, and in 1923 the 
whole project was completed with local 
capital, without any assistance from the 
Government. 

Just as important as these construc- 
tive plans were for the improvement of 
the city, are the problems of the preser- 
vation of industry that have been forced 
upon the banks of the cotton district by 
the current business situation. 

The tremendous drop in the price of 
cotton together with the large crop has 
compelled the banks, the American Cot- 
ton Cooperative Association and the 
Federal Farm Board all to carry great 
loans which are practically necessary in 
order to keep the industry in motion. 
The Federal Farm Board is extend- 
ing loans to the American Cotton Co- 
operative Association sufficient to 
carry 2,000,000 bales, and the banks 
are renewing loans covering 3,500,000 
bales. 

Thus these banks at present are play- 
ing a great part in the defense of the 
South and its industries against the ef- 
fects of the depression, just as in the 
past they have been the major factors 
in the growth and development of the 
city itself, chiefly with local capital. 


Measuring Results 


(CONTINUED FROM PAGE 689) 


cause of reaching the objective, it be- 
comes important to establish the third 
phase—the development and injection 
of a control mechanism for the measure- 
ment of results and deviations from pre- 
determined plans. 

Under ordinary circumstances, three 
different major control points are in- 
stalled, of which the first two are: 

1. Control of Financial Position. The 
chief function of this is to see that the 
financial program is adhered to, protect- 
ing the assets of the bank against de- 
preciation of principal and subnormal 
rates of income. 

In our practice the head of this func- 
tion is termed “controller of loans and 
financial position.” It is a function far 
greater in scope than a so-called credit 
department and hence should not be 
confused with such. 

2. Control of Operations. This func- 
tion is to analyze the nature of the busi- 
ness developed from a standpoint of 
profit, to analyze and control the ex- 
penses incurred in handling the business, 
to devise methods and means for mak- 
ing more profitable the business handled, 
and to reduce operating expenses. 

The scope of these is far beyond pure 


control. They are developed into cen- 
tral scientific research divisions and 
thus become the “laboratories” in the 
bank for constant improvements. 
Through the creation of these func- 
tions, therefore, scientific research be- 
comes an integral part of the banking 
process; it becomes a continuous per- 
formance in the same manner that the 
receiving of deposits and the making of 
loans are continuous performances of 
the banking process. 

The third point of control is one 
which is fairly well developed in our 
larger banks, and that is the function 
of verification, commonly termed 
“audit” which involves independent 
check of transactions, the constant in- 
ventorying of assets and the accuracy of 
statements of liabilities. 

These control functions keep the chief 
executive constantly informed, not as 
a matter of opinion, but as a matter of 
fact, as to the position of the bank and 
as to progress made. Results are pre- 
cisely measured. With a clear-cut or- 
ganization plan before him, the chief 
executive will then know definitely just 
who is responsible for results and for 
failures, without the losses of delay. 
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The Steps in Reorganizing Closed Banks 


signed by 95 per cent in deposit repre- 
sentation. No information has been re- 
ceived as to the treatment given to the 
non-consenting depositors. 

In a case in Arkansas where 85 per 
cent signed, a decision of the chancery 
court made the agreement unanimous. 
Such procedure seems possible only 
when authorized by statute. In the 
absence of statute it is quite likely that 
the dissenting depositor will be given 
full protection of the law notwithstand- 
ing the unpopularity of his claim. The 
moratorium agreements always give the 
right of way to public deposits, school 
funds and the like which are withdraw- 
able at any time. In some cases inter- 
est is paid on the deferred deposits. 


NORTH DAKOTA’S PLAN 


THESE examples indicate the many 
ramifications of the subject. They are of 
a general nature and are presented with 
the thought that a banker interested 
might be aided in studying a specific 
plan to fit an actual case. It may be 
helpful also to present summaries of a 
few of the plans approved by the bank- 
ing departments, which are now being 
operated with apparent success by 
banks having the confidence of their 
communities. 

The following is a synopsis of the 
standard form approved by the banking 
authorities of North Dakota in accor- 
dance with the provisions of its re- 
organization statute: 

A North Dakota bank is allowed 
to re-open in a solvent condition with 
unimpaired capital and surplus un- 
der an agreement subscribed to by 
depositors and creditors representing 
80 per cent of the amount of deposits 
exclusive of public funds. Each sub- 
scriber agrees to accept a reduction 
of 50 per cent of his deposit, repre- 
senting an equal amount in face 
value of the bank’s slow and doubt- 
ful assets, to be placed in trust for 
his benefit awaiting liquidation in an 
orderly manner. 

The remaining 50 per cent repre- 
senting deposits subject to check and 
outstanding certificates of deposit are 
converted into certificates yielding 4 
per cent annual interest, to be paid 
in accordance with the following per- 
centages and maturities: 10 per cent 
in one year, 10 per cent in two years, 
20 per cent in three years, 30 per 
cent in four years, and the remaining 
30 per cent in five years from the 


(CONTINUED FROM PAGE 679) 

date of re-opening. If upon maturity 
of the certificates, liquidation upon 
the assets of the bank is insufficient 
to meet payments, the bank shall 
have the option of making a pro- 
rata payment and to extend auto- 
matically maturities for a period not 
exceeding one year. 

There is no assessment on stock or 
subscription to additional capital. 
Subscribers request that the super- 
added liability of stockholders be 
waived. Holders of deferred certifi- 
cates may exchange the same in lieu 
of cash for certificates of stock in the 
reorganized bank upon approval of 
the reorganization committee. 

A reorganization agreement prepared 
and sponsored by the state banking 
department of Michigan provides that 
the assets of the bank shall be shrunk 
to within the bounds of safety in 
order that new deposits coming into 
the institution may be fully protected. 
Any salvage realized through liquida- 
tion of the trusteed portion of the 
bank’s assets will be distributed to de- 
positors entitled to participate in such 
distribution at the end of the morator- 
ium period. The department states that 
this plan is being enthusiastically re- 
ceived in the communities where re- 
organizations are being attempted and 
a reorganization of quite a number of 
closed banks on this plan is anticipated. 
Here is a summary of its main features: 

An assessment of 100 per cent on 
the capital stock is required. The de- 


The solution for reorganiza- 
tion in any case depends en- 
tirely upon the conditions un- 
der which the individual bank 
was Closed, and its ability to 
liquidate its assets within a 
reasonable time or to obtain 
sufficient capital and backing 
to take care of its depositors 
during the period of the de- 
pression. Reorganization is 
only workable in those cases 
where the bank was forced to 
close in the face of a run or is 
in a solvent position if given 
two or three years or even 
longer to work itself out. 


positor agrees to waive his present 
claim against a certain percentage 
(amount fixed according to condi- 
tion of the individual bank) of his 
deposit which shall be allocated to a 
trust fund for the purpose of liqui- 
dating any assets which may be con- 
sidered questionable or undesirable. 
Deposits placed in trust fund shall 
not draw interest. The remaining 
proportion of the deposit not allo- 
cated to be available for withdrawal 
at a fixed percentage over a period of 
five years. The same not to draw 
interest for a period of two years 
after date of reorganization. 


ASSET SUBSTITUTION 


IF any assets remaining in bank 
as active assets become doubtful or 
undesirable, the bank may with the 
approval of the state bank commis- 
sioner substitute assets of equal 
amount from the trust fund. Trust 
fund to be credited with earnings 
and chargeable with losses sustained 
by bank. Moratorium agreement 
subject to termination prior to its 
expiration. Depositor who is stock- 
holder may set off his deposit against 
the assessment. Depositor entitled to 
draw not in excess of $10 at time of 
re-opening. Three depositors per- 
mitted to act with directors on loan 
committee. All assets of value too 
uncertain to be included as assets of 
reorganized bank shall be transferred 
to trust fund with understanding 
that they are to be liquidated as 
rapidly as possible without too great 
sacrifice. 

Trust fund shall be closed after 
expiration of five years upon distrib- 
ution of earnings. School savings 
funds may be drawn at any time. 
Certificates of deposit shall be sur- 
rendered and contract of deposit al- 
tered to conform to agreement. 
Agreement void unless signed by de- 
positors representing 95 per cent of 
deposits. 

A plan approved by the banking au- 
thorities in North Carolina provides for 
an agreement by the depositor to post- 
pone payment of his entire deposit with- 
out interest until the expiration of two 
years provided the bank shall pay earn- 
ings as the assets are collected to the 
extent of 10 per cent of his deposit. 
Loans from such collections not exceed- 
ing 10 per cent of deposits prior to clos- 
ing may be (CONTINUED ON PAGE 730) 
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We've Never Seen 
A CRACKER BARREL IN A BANK 


las 


Cy 


As far as we can find out, no banker has 
yet opened up a barrel of crackers, and in- 
vited the boys in to help settle the tariff 
question. The banks we know are too busily 
engaged in the business of banking during 
banking hours for that sort of amiability— 
and nobody expects it of them. 

But in our business, we have a tradition. 
Grocery stores a generation ago were meet- 
ing places where the village gently nibbled 
at crackers, cut plug, and politics. And today 
the open cracker barrel is spoken of with 
moist eyes—as if its passing were the passing 
of friendly service from grocers. 

As much as we envy the simple, leisurely 


life of our grandfathers, we must say that we 
think we are giving a more friendly service 


to our customers than it was possible for a 
grocer to give 75 years ago. Of course the 
population of the country has increased too 
much for us to make a social event of a 
food sale. 

But we are selling better food and a far 
wider variety of food than any of the old 
timers ever did. 

And what is more important, we are selling 
the best food at prices that the masses, as 
well as the classes, can afford. 

We think the friendly grocer is the one who 
gives his customers the most for their money. 


The Great ATLANTIC & PACIFIC Tea Company 


A 


Bank of America National Trust 
and Savings Assn. 
San Francisco, Calif. 
Anglo-California Trust Co. 
San Francisco, Calif. 
American Trust Co. 
San Francisco, Calif. 
Connecticut Savings Bank 
New Haven, Conn. 
Wilmington Savings Fund Society 
Wilmington, Del. 
Federal-American National Bank 
& Trust Co. Washington, D.C. 
The First National Bank 
Atlanta, Ga. 
Harris Trust & Savings Bank 
Chicago, IIl. 
Northern Trust Co. 
Chicago, IIl. 
Savings Bank of Baltimore 
Baltimore, Md. 
Union Trust Company 
Baltimore, Md. 
First National Bank 
Boston, Mass. 
Provident Institution for Savings 
Boston, Mass. 
Farmers & Mechanics Savings Bk. 
Minneapolis, Minn. 
First National Bank 
St. Paul, Minn. 
First National Bank 
Kansas City, Mo. 
First National Bank 
Omaha, Nebr. 


and scores of others 
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savings account on National Posting Machines 


First National Bank 
Jersey City, N. J. 
United States Savings Bank 


Newark, N. J. 
National Savings Bank 
Albany, N. Y. 
Buffalo Savings Bank 
Buffalo, N. Y. 
Bank for Savings 
New York, N. Y. 
Bowery Savings Bank 
New York, N. Y. 
Central Savings Bank 
New York, N. Y. 
Chase National Bank 
New York, N. Y. 
Chemical Bank & Trust Co. 
New York, N. Y. 
Commonwealth Savings Bank 
New York, N. Y. 
Dry Dock Savings Institution 
New York, N. Y. 


East River Savings Bank 

New York, N. Y. 
Emigrant Industrial Savings Bk. 

New York, N. Y. 
Empire City Savings Bank 

New York, N. Y. 
Franklin Savings Bank 

New York, N. Y. 
Greenwich Savings Bank 

New York, N. Y. 
Manufacturers Trust Co. 
New York, N. Y. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON, 


have found it good business to handle every 


National City Bank 
New York, N. Y. 
Union Dime Savings Bank 
New York, N. Y. 
Brooklyn Savings Bank 
Brooklyn, N. Y. 
Dime Savings Bank of Brooklyn 
Brooklyn, N. Y. 
East New York Savings Bank 
Brooklyn, N. Y. 
Greater New York Savings Bank 
Brooklyn, N. Y. 
Green Point Savings Bank 
Brooklyn, N. Y. 
Lincoln Savings Bank 
Brooklyn, N. Y. 
Williamsburgh Savings Bank 
Brooklyn, N. Y. 
Rochester Savings Bank 
Rochester, N. Y. 
Schenectady Savings Bank 
Schenectady, N. Y. 
Troy Savings Bank 
Troy, N. Y. 
Savings Bank of Utica 
Utica, N. Y. 
Fifth Third Union Trust Co. 
Cincinnati, Ohio 
Society for Savings 
Cleveland, Ohio 
Winters National Bank & Trust 
Company Dayton, Ohio 
First National Bank 
Portland, Ore. 
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The Condition of 
BUSINESS 


ton continued during April to be a 

major influence in the condition of 
business. Unlike the thoroughly con- 
structive effects of the period of non- 
partisan cooperation that brought forth 
the Reconstruction Finance Corporation 
and the Glass-Steagall Act, the news 
from Washington up until the middle of 
April tended to cause concern. Radical 
legislation aimed at banking, a period 
of apparent chaos in the House in re- 
spect to tax legislation and a sound 
fiscal program and a seemingly abrupt 
termination of the spirit of legislative 
and administrative cooperation in plans 
to conquer the depression, gained pos- 
sibly an exaggerated emphasis that 
threatened to undo much of the good 
that had been done. 

Nevertheless by the middle of the 
month there was cumulative evidence 
that developments from this quarter 
were probably not so serious as they had 
seemed. For one thing it appeared prob- 
able that greater moderation and de- 
liberation would prevail in respect to 
banking legislation and that the final 
outcome would not be so undesirable as 
feared. For another thing, at least one 
sound principle seemed to have become 
established in respect to Government 
finances, and that was that a measure 
would finally be agreed upon in Con- 
gress to assure a balanced Federal bud- 
get. Again, fiscal cooperation between 
Congress and the Administration be- 
came operative again in connection with 
plans to bring about substantial Gov- 
ernment operating economies as an aid 
to balancing the budget. 


Piece activities at Washing- 


RECONSTRUCTION REPORT 


DURING this first half of April also 
some fruits of the earlier financial relief 
measures became apparent. The first 
quarterly report of the Reconstruction 
Finance Corporation indicated the help- 
ful operations of that organization. This 
report covered its operations from Feb- 
tuary 2 to March 31, comprising a pe- 
riod of but two months. During this 
brief time, the Board of Directors of the 
corporation had set up its central or- 


ganization in Washington and estab- 
lished 33 separate agencies in various 
sections of the country. In order to ex- 
pedite its work, active loaning opera- 
tions of the Corporation were started 
while it was in the process of building up 
its executive and administrative staffs. 

The report showed that at the close 
of business on March 31, the corpora- 
tion had authorized 974 separate loans 
aggregating $238,739,939 to 935 institu- 
tions, as follows: $158,182,242 to 858 
banks and trust companies, including 
$2,173,000 to aid in the reorganization 
or liquidation of seven closed banks; 
$4,879,750 to 30 building and loan as- 
sociations; $7,080,000 to 18 insurance 
companies; $775,000 to two joint stock 
land banks; $496,990 to one livestock 
credit corporation; $21,200 to two agri- 
cultural credit corporations; $6,517,000 
to eight mortgage loan companies, and 
$60,787,757 to 16 railroads, including 
$7,335,800 to two railroad receivers. In 
addition, the corporation had outstand- 
ing agreements to make loans totalling 
$6,817,500 upon the performance of 
specified conditions. The corporation 
had allocated $50,000,000 to the Secre- 
tary of Agriculture in accordance with 
the provisions of the Act creating it and 
had underwritten two issues of Federal 
Intermediate Credit Bank debentures 
aggregating $47,345,000, but as they 
were successfully distributed in the open 
market it was unnecessary for it to take 
any part of these issues. It was also 
shown that of the total loans authorized 
by the Corporation it had advanced 
$192,346,308, and repayments amount- 
ing to $7,471,894 had already been re- 
ceived. 


FEWER BANK FAILURES 


CONTINUED improvement in the rate 
of bank failures was evident during the 
period covered by this review. To go 
back a bit, in January of this year sus- 
pensions numbered 342, with deposits 
of $225,000,000; in February, the first 
month of the Corporation’s activity, 
they dropped to 115 with deposits of but 
$60,000,000, and in March there were 
only 45 closings reported, unofficially, 


with deposits under $16,000,000. Equal- 
ly favorable returns were running for 
the early part of April. 

An auspicious circumstance was seen 
in the fact that these results were being 
obtained without dependence upon that 
other major relief measure, the Glass- 
Steagall Act, permitting member banks 
under certain conditions to borrow if 
necessary from the Federal Reserve 
Banks on paper not otherwise eligible. 
It was stated in mid-April that up to 
that time almost no loans under this 
measure had been found necessary, al- 
though some banks were making in- 
quiries. It would appear, therefore, that 
it was serving its purpose of backing up 
the banking situation chiefly by virtue of 
its availability as an aid in case of need 
rather than by actual recourse to it. This 
was an index of improved morale and 
confidence in banking, and of increased 
ability among banks to go along on their 
own, when it is recalled that at the time 
of the passage of this Act it was felt that 
the immediate application of its powers 
on a wide scale might be imperative. 

In connection with the continuing 
failure noted during the month of the 
hoped-for increased activity in general 
industry and trade to make an appear- 
ance, fault-finding in some quarters at- 
tempted to place a measure of blame on 
so called over-cautious policies of bank- 
ers generally in respect to the extension 
of credit to commercial borrowers. The 
basis of this complaint was apparently 
the purely inflationary attitude that all 
that is necessary to generate business 
energy is to create credit. 


REASONS FOR CAUTION 


PRACTICAL bankers, however, know 
that the prerequisite to sound credit is 
a sound business proposition giving all 
reasonable assurance that the manufac- 
turer or distributor who undertakes to 
turn over a given volume of goods will 
be able to dispose of them to the public 
at a profit. The present wide-spread lack 
of willingness or ability on the part of 
the public to make purchases is a matter 
of comment in many lines of trade, and 
this necessarily curtails the volume of 
propositions coming forward that war- 
rant extensions of bank credit. For 
bankers to pursue any other policy than 
one of full prudence in this connection 
would merely be to increase the already 
existing over-supply of frozen credits 
and of banks in difficulties needing the 
assistance of the Government’s recon- 
struction facilities. 

It can be unequivocally stated that 
bankers as (CONTINUED ON PAGE 725) 
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Washington Looks at the State Banks 


cussion of the significance of this de- 
velopment of commercial banking re- 
sources under the control of state in- 
stitutions is contained in the Reports of 
the Comptroller of the Currency from 
1924 to 1930, during which time the 
attention of Congress has been directed 
repeatedly to the steady loss of control 
by the Federal Government over the 
operations of commercial banking, a 
field of banking falling peculiarly under 
the jurisdiction of Congress by reason 
of the fact that practically all commer- 
cial banking relates itself to transactions 
in commerce between the states.” 

Previously, in the report of 1929 and 
repeated in his testimony before the 
House Committee two years ago, Comp- 
troller Pole said: 

“The theory of parity between the 
two systems is, in my opinion, eco- 
nomically unsound. Commerce is inter- 
state and is recognized by the Constitu- 
tion of the United States as being fun- 
damentally a national question. One of 
the primary purposes of the national 
bank act of 1863 was to establish a 
sound and uniform system of commer- 
cial banking throughout the country in 
order that the commercial transactions 
growing out of the production, the man- 
ufacture and the transportation of goods 
and commodities from one section of the 
country to another might not be ham- 
pered by local banking legislation but 
should have access to a system of banks 
operating under Federal authority and 
supervision under a single set of rules 
and regulations and statutory enact- 
ments in order that the free flow of 
commerce should not be embarrassed 
by a multiplicity of restrictions having 
their origin in local political condi- 
tions.” 

In short, the theory of the Comptrol- 
ler’s office is that banking in the nation, 
as an essential feature of interstate 
commerce, is entirely under the control 
of Congress under the interstate com- 
merce provisions of the Constitution. 


STATE BANK OPPOSITION 


IN opposition to this view and to any 
pretense on the part of Congress to ex- 
clusive jurisdiction is the resolution 
adopted by the State Bank Division of 
the American Bankers Association at 
Cleveland, Ohio, September 29, 1930, 
and accompanying this article. Also in 
opposition can be cited the opinions and 
activities of the banking departments of 


(CONTINUED FROM PAGE 678) 


48 states as well as the opposition taken 
by perhaps nine-tenths of the 13,000 
banks in the country operating under 
state charters. This opposition is both 
legal and political. From the legal stand- 
point it is urged that there is nothing 
in the Constitution which gives Con- 
gress any exclusive power over banks or 
commerce generally and therefore the 
right to charter and control banks is 
reserved to the states. Political opposi- 
tion is based upon the unwillingness of 
states to concede further centralized 
power to the Federal Government. 


THE COUNCIL’S OBJECTION 


THERE is a feeling among most state 
bankers that the elaboration of an ex- 
clusively national system of banking 
would tend to concentrate the control 
of national credit in a few centers and 
a few men with dangerous possibilities 
to the country as a whole. This objec- 
tion to too much centralization of the 
control of credit is, curiously enough, 
voiced by the Federal Advisory Council 
The question raised in Wash- 
ington and described in_ this 
article is one on which every 
banker in the country has an 
opinion. Write the Journal what 
you think. 
e 


of the Federal Reserve System in its 
comments upon the new Glass bill sub- 
mitted to the Senate committee at the 
time Governor Meyer made his state- 
ment. In the review of the bill prepared 
for the committee the Council states: 
“It was the original intention of the 
Federal Reserve Act to decentralize the 
banking power in this country by es- 
tablishing twelve autonomous regional 
Federal Reserve banks. The Federal Re- 
serve Board itself was planned originally 
to be largely a supervising and coordi- 
nating body. The proposed act, however, 
“tends to increase radically the power of 
the Federal Reserve Board at the ex- 
pense of the individual Federal Reserve 
banks and to make of the Federal Re- 
serve System in effect a centralized 
banking institution.” 
The Council particularly cites Section 
3 of the proposed act as delegating the 
power of direct action to the Reserve 
Board which “even if practical, would 
result in so embarrassing the operations 
of member banks as to lead to the 
elimination of important and necessary 
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activities or to the virtual surrender of 
individual bank management to the 


‘Federal Reserve Board.” 


The proponents of state banking de- 
fend their system as the original bank- 
ing system in the United States. They 
consider it as more in keeping with the 
spirit of American institutions as an 
example of wholesome local autonomy 
in local affairs. They believe that it 
avoids the danger of the concentration 
of credit control in a few hands, thus 
preserving local credit for local uses. 
They assert that Congress has no power 
to prevent the government of a state 
from chartering banks or any other 
legitimate institutions within the bor- 
ders of the commonwealth and that 
when an institution is thus chartered it 
has the constitutional right to do such 
business in all the states as may be in- 
cidental to its proper functioning at 
home. 

In short, the Senate committee has 
precipitated an issue which promises to 
stir banking circles in the United States 
in a way they have not been stirred for 
a hundred years. It involves more than 
mere bank charters or mere regulations 
of bank practice. Aside from the politi- 
cal and legal questions involved it goes 
to the very foundation of credit and 
credit control in the country and be- 
comes a matter of basic policy in the 
theory of government. The issue is in 
many respects the old issue of a Na- 
tional Bank for the nation fought for by 
Alexander Hamilton and his supporters 
and finally done away with by Andrew | 
Jackson and his supporters in the South 
and West a century ago. The tremen- 
dous development of the United States 
in the past hundred years has intro- 
duced new complications in the ques- 
tion, new phases to the problems, new 
factors to be considered. 


THE QUESTION IS THE SAME 


CONDITIONS have changed materially 
from those obtaining a hundred years 
ago but essentially the question is the 
same,—whether the banking and related 
finances of the nation are to be left to 
the states or are to be concentrated in 
one large national organization of stand- 
ardized units. It is upon the determina- 
tion of this question, as indicated in the 
Senate committee hearings, that the set- 
tlement of many questions now vexing 
American banking and the banking au- 
thorities of the country will depend. 


\ 
O 
C 
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The bookkeeper was caught . . 


but so was the bank! 


Before making loans 4 
you check up on FIRE 


insurance — why not on 
HUMAN insurance? 


Aman,as wellasa fire, 


can wreck a firm. 


BUSINESS FIRM applied to its 
bank for a loan. It was required to fill out a 
questionnaire. There were questions about 
many things the bank felt important, and 
one of these was adequate fire insurance. 


Each question was answered satisfactorily 
but the loan was never repaid. The bank had 
done its utmost to protect itself against 
every hazard except the human one. It had 
not checked up on the amount of Fidelity 
protection carried by its borrower and a 
trusted employee suddenly went wrong— 
so wrong, in fact, that his firm went bank- 
rupt. Eventually, he was caught—but so was 
the bank. 


FIDELITY & DEPOSIT 
n’t let this happen to you. Always insist 
on adequate insurance against the haman COMPANY OF MARYLAND 


hazard—for a man, as well as a fire, can Home Office: Baltimore Representatives Everywhere 


wreck a firm. Fidelity and Surety Bonds, Burglary and Plate Glass Insurance 


— 
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Office in La JoLta 
Population—3,850 


One of the 410 offices through which 


this banking organization renders statewide correspondent 
service. —-—: Head offices are in the two Federal Reserve 


cities in California: Los Angeles and San Francisco —— 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Bank of America National Trust & Savings Association, a National Dank, and 


Bank of America,a California State Bank, are identical in ownership and management 


Directorships and 
Shaping of 
Business Policies 


(CONTINUED FROM PAGE 685) 


Company of New York. 

Well up on the list in this survey is a 
bank in lower Wall Street, with a total 
| of 52 directors of whom 20 are affiliated 
| not only with the trust and other activi- 
| ties of the bank but also with other cor- 
| porations of various kinds. 

Turning to other important centers 
|in various sections of the country we 
find identical conditions relating to the 
| activities of bankers in the production 
and distribution of goods. 

On the Atlantic Seaboard, for exam- 
ple, well up in the New England terri- 
tory, the president of a large bank holds 
a total of 40 directorships, of which 12 
are related more or less directly to the 
business of the bank. Among the 28 in- 
dustrials which he serves as an active 
director are five of the “big names” in 
the manufacturing and utility fields. 
The chairman of the same bank, in ad- 
| dition to ten posts on local banking and 
| insurance boards, holds directorships in 
one each of prominent local utility, tex- 
tile, shoe manufacturing, merchandising 
and mining corporations. 

To a considerable extent the activities 
of bankers outside their own offices are 
governed by the types of industries in 
their territories. Thus in Philadelphia 
we find the president of a large bank on 
| the boards of eight insurance companies, 
|three manufacturing corporations and 
one railroad. A Baltimore banker holds 
17 directorships in local and national 
enterprises, including three real estate 
concerns, a railroad, a utility and an 
iron foundry. 

In another Pennsylvania city, the 
head of the largest local banking institu- 
tion, who has been signally successful 
'in extending the bank’s services in an 
ever-widening territory, is on the boards 
of 35 corporations, including the Penn- 
sylvania Railroad, United Gas Improve- 
ment Company, Aluminum Company 
of America, Crucible Steel, Gulf Oil, etc. 
Another officer of the same bank de- 
votes a considerable portion of his time 
as a “working director” of four insur- 
ance companies, two local utilities, one 
railroad, one steel and one electrical 
manufacturing company. 
| The list might be extended indefin- 
‘itely. In St. Louis, for example, the 
|president and chairman of a leading 
| bank hold a total of 27 directorships, of 
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which 15 are devoted to St. Louis in- 
dustries and include three local utilities, 
one railroad and one major oil distribut- 
ing company. 

On the Pacific Coast the two senior 
officers of one of the oldest banks fill a | 
total of 23 directorships, including five 
local building companies, one shipping 
concern, two utilities, one steel and one 
lumber company. 

In Cleveland, prominent direction is 
given to the financial position of two | 
national railroad lines, two motor car 
companies, four local realty companies, 
two manufacturing companies, and one | 
rubber and one foodstuffs distributor by 
the senior officials of a large bank serv- 
ing as members of the boards of those | 
corporations. 

And now let us look at another side 
of the picture. Note this classification of 
the directors of the twelve largest banks | 
in New York City: 


Bank executives and affiliates . 134 


Non-bankers, industrialists, etc. . 185 

Total . : . 319 
And the classification of the non- 
banking directors: 


Automobile ‘ 

Steel 

Shipping . 

Coal 

Paper . 

Sugar 

Radio . 

Publishing 

Amusement, chemical, lumber, rub- 
ber, tobacco, carpet, baking, food- 
stuffs, traction, engineering, 1 each 10 

185 


Of the 319 directors of the twelve 
largest banking institutions in New 
York, about 42 per cent are drawn di- 
rectly from the ranks of the bankers 
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Manufacturers . 35 
Railway and express officials : 20 
Utility executives. . . . .... 219; 
Insurance 17 | 
Merchandising . 15 
Lawyers . 12 
Real Estate experts 11 
Copper — 10 
Oil . 7 


and 58 per cent are recruited from busi- 
ness and trade circles. 

The largest group is from the field of 
miscellaneous manufacturing, with an 
enrollment of 35. There are 20 railway 


list, all men of prominence in transpor- 


tribute 19 directors, the insurance com- 
panies 17, large merchandising concerns 
15, the real estate business 11, the cop- 


and express company officials in the | 


tation. Public utility companies con- | 


The day we became the 
Marine Midland Trust Company, 
we began the foundations for a new 
correspondent service. Group mem- 
bership has given us the oppor- 
tunity to work shoulder to shoul- 
der with 20 banks, large and small, 
in various marketing areas of New 
York State, and has given us a more 
intimate understanding of the needs 


of institutions outside New Y ork City. 


1932 


We broke ground in 
New York State 


FOR A NEW CORRESPONDENT SERVICE 
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Upon this experience we have 
built a service which, member banks 
declare, is a model of fiduciary rep- 
resentation. We are extending it to 
our correspondents throughout the 


country. We offer it to you. 


The Marine Midland Trust Company 
of New York 


Main Office: 120 Broadway, New York City 


MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


There are Marine Midland Banks in these New York State Cities: 


NEW YORK CITY 


per industry 10, and the oil industry 
seven. Twelve lawyers are on the boards 
of these institutions, an average of one 
lawyer to each bank board. 


e TROY MALONE WATERTOWN e 


BINGHAMTON 


JOHNSON CITY CORTLAND ENDICOTT e ROCHESTER BATAVIA ALBION e 
NIAGARA FALLS MEDINA LOCKPORT TONAWANDA NORTH TONAWANDA e@ 


BUFFALO EAST AURORA SNYDER LACKAWANNA JAMESTOWN 
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YouProtect YourMen 
As Well As Your 
Money With Padua 
Units 


HEN hold-up men plan 

an attack, they carefully 
avoid the bank where Padua 
Hold-Up Foot Units are in 
service. They know that an 
alarm can be given quietly and 
unnoticed by the very teller 
they attempt to rob. 


Padua Foot Units, although 
easily operated, are protected 
against false alarms. 


Write today for information. 


Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
94 Seneca Street Cohoes, N. Y. 


HAPPY 


BACHELORS 


Large, light, airy, comfortably furnish- 
ed apartments of 1 or 2 rooms with 
bath and open fireplace. Complete ser- 
vice. A bank executive’s home of dig- 
nity and quiet for work or rest. In the 
heart of everything. Excellent cuisine. 
Reasonable, Write for descriptive folder 
or call Mrs. Albert R. Keen, VAnder- 
bilt 3-2233. 


TRANSIENT OR RESIDENTIAL 


Che Mansfield 


12 WEST 44th ST AT Sth AVE N. Y. 


ORIGINAL 


‘NIGHT DEPOSITORY 


THE BANK VAULT INSPECTION CO 
S SOUTH I8TH. STREET 


A. B, A. -5-1932_ 


Your Directors 
and the 
New Journal 


Better informed bank directors mean bet- 
ter banking and better banking profits. 
One of the major objectives of the new 
Journal is to give members of your board 
facts and ideas that will increase their 
value to your bank. Our Group Subscrip- 
tion Plan allows you to supply them with 
the Journal at small cost, including free 
copies of “Bank Directors, Their Legal 
and Moral Responsibilities’. Ask for par- 
ticulars, 
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Depression 


| 


| 


Thanks to the 


‘By HIRAM MERRIMAN 


vention still holds true. During the 

past two or three years of depres- 
sion inventors and scientists in our in- 
dustrial laboratories have made ready 
for commercial use a great number of 
new inventions and improvements over 
the old. As business recovery gets 
further under way, these new things of 
science will reveal their importance un- 
mistakably. And in some instances they 
may even enlarge the range of indus- 
tries. 

What they are and how they are being 
utilized commercially provide interest- 
ing reading. The information too may 
be helpful for customers when plants, 
products or markets are being over- 
hauled for improvement. The following, 


in digest form, are a few of these devel- 
opments as reported in various technical 
journals: 


7 necessity is the mother of in- 


BRICK manufacturers are making 
a harder brick that will hold together 
better. The result is that bricks for steel 
furnace linings can now be made three 
inches wide instead of two and one-half 
inches. This means that 20 per cent 
more wall area can be laid per mason 
hour. 


THE search for a lighter-weight 
bathtub does not mean much to the 
average bather, but it means a great 
deal in freight and handling costs to 
bathtub manufacturers. A bathtub now 
being developed, made of steel instead 
of cast-iron, will cut the cost of bathing. 


INDIRECT lighting is cheaper to- 
day because of the development of vary- 
ing heat treatment to upper and lower 
parts of the electric globe, in forming it, 
whereby the lower part is translucent 
and the upper part is entirely trans- 
parent. The subsequent frosting process 
is eliminated. 


A COSTLY and time-wasting proc- 
ess in concrete building construction— 


New Inventions and 


Old Ones Improved 


the use of wooden forms to hold the 
concrete until it hardens—was elimin- 
ated in a Chicago office building 
through the use of gypsum units per- 
manently imbedded in the floor, into 
which the liquid concrete was poured. 
Describing the process, the publication 
Concrete states that a crew of 12 men 
and one foreman hoisted the gyp- 
sum units from the street and placed 
4,800 square feet of floor in an eight- 
hour day. This means an average sav- 
ing in cost of concrete construction of 
not less than 10 per cent. 


THE photo-electric cell enables 
completely automatic operation of con- 
crete-mixing machines. The first ma- 
chine of its kind, now in operation in 
Brooklyn, N. Y., accomplishes the 
complete operation through the pushing 
of one button. Sand, concrete, and water 
pours into a huge bin placed on a scale. 
When the scale is depressed until the 
desired weight of material is reached, 
the floor of the scale obstructs the beam 
of light thrown by the unwinking eye 
of the photo-electric cell, the flow of ma- 
terial stops, and the mixing machinery 
starts in operation. Another electrical 
device stops the mechanism and dumps 
the concrete after a pre-determined pe- 


riod of time, and materials for the next 


batch begin to pour into the hopper. 


THE steam plant now being built 
by the General Electric Company at 
Schenectady, N. Y., says the Archi- 
tectural Record, is the first in which the 
machinery is installed in the open air, 
not enclosed by the protecting walls and 
roof of a building. Since the building 
cost is 25 per cent of the total, the large 
saving is apparent. 


ONE steel mill during 1931, states 
the magazine Steel, succeeded in cold- 
rolling steel strips 6 feet in width, the 
largest size ever attained in the form of 
strip or by the continuous method. An- 
other development of 1931 was a new 
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automatic machine which develops coils 
for continuous cold mill operation. The 
final product is delivered with no man- 
ual operation other than the use of con- 
trol buttons. 


THE glass-lined refrigerator car, 
used first for transportation of milk, has 


pointed the way to a new use and econ- | 


omy. 


Glass-lined cars led the way to | 


aluminum manufacturers, and alumi- 
num tank cars are successfully trans- 
porting glacial acetic acid, acetic 
anhydride, giycerine, concentrated hy- 
drogen peroxide and a hundred other 
chemical products which are the neces- 


sary essence of some commonplace util- 
ity bought by the million at the 10-cent | 


store. These necessary chemicals are 

transported without danger of spoilage, 

and more cheaply than ever before. 
Chemical and Metallurgical Engin- 


eering describes a new nickel-lined tank | 


car, which for one manufacturer alone 
saves $400,000 a year in the transporta- 
tion of 50,000 tons of caustic soda used 


in the manufacture of rayon. The nickel | 


lining eliminates iron contamination. 


LEATHER is costly material. For | 


many years extensive efforts were made 


to find some use for the small pieces | 


left after the sheets had been cut into | 


shape for shoes, belts, etc. And as there 


was no satisfactory way to use the | 
“scrap,” often it was simply thrown into | 


furnaces and burned. Now the scrap is 
shredded and is finding its proper place 
in the industrial scheme of things in the 
form of a highly efficient wall-board, 


because of its sound-absorbing qualities | 


and because it is a low-temperature in- 
sulant. 


A MACHINE has been developed 


which will dig ditches faster than a man | 


can walk, according to Construction 
Methods. The ditcher is operated by a 
tractor and travels along digging ditches 
at 16 feet per minute, or up to six miles 
an hour. At this speed a ditch is dug 12 


inches wide and four feet, six inches | 


deep. 


RIVETS in boiler factories and in | 


other plants where they are needed in 


large quantities are now heated elec- | 
trically, reports Electrical World. The 


heating machine looks like an over-sized 


electric toaster, and works on the same | 


principle. The rivets are fed into the 
machine, a valve pops open after a min- 
ute has passed, and out come the rivets. 
All are heated to the same temperature. 
By the hand-process some rivets are 


MODERNIZING 


| Helps 


Maintain 


| a sige you see it demonstrated in your own bank, it 
is difficult to realize what a tremendous difference 
in overhead can be effected by really modern equipment 
housed in a scientifically designed structure exactly fitted 


to your needs. 


Vitally important as operating economies are in the larger 
banking institutions, they must be given even greater con- 
sideration in the smaller banks if profits are to be main- 
tained. With a smaller force of employees, efficiency and 
convenience in building and equipment assume a correspond- 


ingly greater value. 


Through the savings now made possible with the decline 
in building costs, the officials of even the smallest bank can 
realize their dream of a fitting new home for their institu- 
tion, or the modernization of their present structure through 


adequate remodeling. 


Pi our bank 


building experts 
with their quarter 
century of experi- 
ence, suggest 
proven ways and 
means of reduc- 
ing your over- 
head .... We 
offer a complete 
service. Write for 
information—no 
cost, no obliga- 
tion. 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


“Designers, Engineers and Builders for Banks Exclusively 
SAINTLOUIS + + HOUSTON 
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23,800 New Votes 
of Confidence 


Roem holders of Associated se- 
curities now total 237,115, a gain of 
23,837 during 1931. Growth has been con- 


tinuous: 


1924 
1925 
1926 
1927 


6,000 
38,000 
41,000 
56,537 


1928 
1929 
1930 
1931 


66,263 
190,139 
213,278 
237,115 


@ Of these, 105,035 are customers who use 


Associated services to cook their meals, 
light their homes, run their radios. Their 


approval of the System’s operations is ex- 
pressed by their investment in Associated 


securities. 


For information about facilities, rates, service, write 


Associated Gas & Electric System 


61 Broadway New York City 


burnt and some are under-done. A 
Muncie, Indiana, factory has a battery 
of nine rivet-toasters in continuous op- 
eration, an interesting example of ma- 
chine-judgment value triumphing over 
eye-judgment value. 


FARMERS re saving money 
through the inventive genius that hard 
times produce. One of the new hard steel 
alloys is now made into facings for 
plows, and welded to the old share by 
the same new process which is making 
possible the cross-country transmission 
of natural gas by 1,000-mile pipe-lines. 
The cost, with ordinary steel shares, for 
plowing a 280-acre farm approximates 


$190, or 70 cents an acre. The cost for 
an equal test-area, using the hard-faced 
plowshares, was $73, a saving of $120 on 
one farm alone. This was reported in the 
Welding Engineer. 


A QUICK-SETTING vegetable 
glue developed during the past two years 
helps to speed up furniture manufac- 
ture. The strength of this new glue is 
1,000 pounds per square inch. One op- 
eration—application of hot cauls—is 
eliminated by the vegetable glue, in cer- 
tain types of furniture manufacturing, 
such as veneer work. This means a sav- 
ing of $3 on each piano or set of six 
dining room chairs. 
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SEEN at the Packaging Exposition, 
Chicago: A molded’ fiber case fitting 
closely to bottled goods saves space 
formerly needed for packing materials, 
Each bottle is enclosed in a non-breaka- 
ble case, shaped so that tiers of bottles can 
be fitted into one another. Two dozen 
bottles can be packed in the same size 
container that formerly held a dozen. 

Shirts, collars and other dry-goods 
| are wrapped in transparent cellulose— 
not as a fad to attract novelty-loving 
buyers. The covering reduces by 25 per- 
cent the number of garments that are 
soiled from handling and that must be 
| disposed of at the bargain counter. 


WELDING, the new knowledge of 
metals, and other practical applications 
|of older theoretical knowledge have 
|made possible the early completion of 
‘the 1,000-mile natural gas main from 
the Texas fields to Chicago. The Amer- 
|ican Gas Journal reports that 25,000 
men were employed for 18 months to 
construct the main, costing $75,000,000. 
It was financed entirely by seven gas 
companies, without calling on outside 
capital. More than 175,000,000 cubic 
| feet of gas a day can be transported 
through the two-foot pipe, at a pressure 
of 600 feet per square inch. 


Employment 


Stabilization Trusts 


(CONTINUED FROM PAGE 682) 

| reserves, use of funds for other pur- 
poses, and failure to segregate funds, 
'then certainly three steps in the right 
direction will be (1) to set up and main- 
'tain reserves, (2) to hold these funds 
inviolably for unemployment benefits, 
and (3) to segregate these funds from 
all others. In order to accomplish these 
improvements, it seems advisable, theo- 
| Tetically at least, to introduce the ele- 
iment of trusteeship, and so it has 
proved in practice. 

One conspicuous example is that of 
the Zeiss Works at Jena, Germany. The 
Zeiss Works has had its own unemploy- 
ment insurance since 1891. When Ger- 
many passed its first national unem- 
ployment insurance law in 1927, it pro- 
vided that any firm having had for at 
least one year previous to October 1, 
1927, a financially satisfactory system 
of unemployment insurance might be 
exempt from the requirements of the 
law. The Zeiss firm alone qualified. 
“Control of the fund is vested in trus- 
tees and despite the vicissitudes of Ger- 
man economic life it is still intact.” 
(Bryce M. Stewart, supra.) 


— 
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Under at least four of the 16 joint- 
agreement plans the administration of 
the funds is in the hands of a board of 
trustees. In three of the 15 private-com- 
pany plans the management of the 
funds is in the hands of trust institu- 
tions. 

Under these employment stabiliza- 
tion trusts, the company trustees an 
amount equivalent to twice the com- 
pany’s maximum weekly payroll. 
Thereafter, the trustee invests the fund 
in liquid securities that may be prompt- 
ly converted into cash. In a time of un- 
employment, the company instructs the 
trustee as to what distributions should 
be made. When the fund, thus drawn 
upon, falls below twice the maximum 
weekly payroll, the company begins 
contributing 2 per cent of its weekly 
payroll and continues until the level is 
re-established. In this way the fund is 
automatically replenished. 

Experience teaches that trusteeing 
these employment stabilization funds, 
whether under joint agreement or trade 
union or private company plans, gives 
greater assurance of success. Under the 
plan recommended by the Interstate 
Commission on Unemployment Insur- 
ance, would it not seem preferable to 
have each company trustee its fund 
with a trust institution under the super- 
vision of the state banking department 
rather than to have the state itself as 
the custodian, investor, and disbursing 
agent of the fund? 


Country Banks Can 
Be Profitable 


(CONTINUED FROM PAGE 699) 


to get the commercial banks back into 
commercial banking. This is not true 
of metropolitan banks. They remain 
commercial banks. They are highly 
liquid. But there is no doubt that too 
many banks as a whole are trying to 
be commercial banks in the face of 
the drying up of commercial banking 
business. It is stated that commercial 
loans comprised about 56 per cent of 
total loans and investments in banks in 
1920, about 46 per cent in 1929, and 
about 36 per cent in 1931. 

If present tendencies and practices in 
industry and finance continue, there 
must come soon an examination as to 
whether many banks which formerly 
had greater volume in demand deposits 
but now have greater volume in time 
deposits, shall not consider themselves 
Savings banks and organize on that 
basis, irrespective of the type of charter 
under which they are organized. 
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Guaranty Trust Company 
of New York 


140 Broadway 


LIVERPOOL 


LONDON PARIS BRUSSELS 


HAVRE ANTWERP 


Condensed Statement, March 28, 1932 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers............ 
U. S. Government Bonds and Certificates. ... 
Public 
Stock of the Federal Reserve Bank 


Other Securities 


Loans and Bills Purchased ........ . 
Real Estate Bonds and Mortgages....... 
Items in Transit with Foreign Branches 
Credits Granted on Acceptances 


Bank Buildings 


Accrued Interest and Accounts Receivable 


$ 171,738,703.71 
285,767,078.71 
38,142,829.36 
7,800,000.00 
21,572,323.17 
641,634,027.98 
2,029,648.98 
3,301,059.81 
81,672,151.37 
14,497,506.29 
9,245,345.36 


$1,277,400,674.74 


LIABILITIES 


Capital 
Surplus Fund 
Undivided Profits........ 


Accrued Dividend 


$ 90,000,000.00 
170,000,000.00 
24,963,384.21 


$ 284,963,384.21 
4,350,000.00 


Accrued Interest, Miscellaneous Accounts 


Payable, Reserve for Taxes, etc. 


Acceptances ......... 
Liability as Endor 
Foreign Bills 
Deposits 
Outstanding Checks 


8,585,075.43 
81,672,151.37 


4,898,415.92 


$881,731,659.23 
11,199,988.58 


892,931,647.81 
$1,277,400,674.74 


Regardless, then, of what legislation 
may be enacted by Congress or by state 
legislatures covering the granting of 
credit by banks, attention must be given 
ultimately to the number of financial 
institutions of all kinds in a given area 
and the types of their business. 


The Condition 
of Business 


(CONTINUED FROM PAGE 717) 
a whole, wherever the conditions permit, 
are extending to their customers the full 
measure of credit cooperation that the 
facts of each individual case presented 


to their consideration justify. Although 
the unsatisfactory condition of business 
is a public problem, the banker indi- 
vidually is still the custodian of private 
funds and must employ them with their 
specific safety as the primary object, 
rather than for the purpose, however 
laudable theoretically, of bringing about 
economic improvement. His surest way 
for bringing about economic improve- 
ment, in fact, is so obviously a policy 
of cooperating only with prudent under- 
takings, and in preventing untimely or 
ill-considered transactions from adding 
further weaknesses to the situation so 
far as he is able, that criticisms of cur- 
rent banking caution refute themselves. 
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The Tax Bill Fight to Balance the Budget 


(CONTINUED FROM PAGE 681) 


Professional “friends of the people” 
concentrated the opposition on the sales 
tax. They said it would invade the poor 
man’s subsistence—a specious argu- 
ment that was distorted beyond all rea- 
son—and started a backfire against it. 
Along with the criticism came advice. 
Most of it urged that the rich—even 
though they have well-nigh vanished 
from the range of the Treasury’s tele- 
scope within the past two years—be 
made to foot the bill. 

Cutting across the barrage were hard- 
driving sectional demands. To the New 
Yorker, the taxing of automobiles was 
bad enough, but even to think of boost- 
ing the tax on stock transfers was sheer 
heresy. And the Michigan constituent, 
while acquiescing in the possibility of 
“soaking Wall Street,” just dared any 
congressman to lay profane hands on 
the automobile business. 

And so it went. The events of the 
three ripping, tearing, slashing sessions 
of the House at which the leaders lost 
control and the budding tax bill was 
mangled beyond recognition are well 
known history. Impracticable amend- 
ments to the surtax and estate tax rates 
were voted. The sales tax was snowed 
under. 

That was March 24. In history it 
may become a significant date, mark- 
ing the time when the money affairs of 
the Federal Government ceased to be 
the exclusive concern of finance experts 
and became a personal reality in the 
life and thinking of the man in the 
street. Viewed with unfeigned alarm at 
the time, the refusal of the House to 
vote the sales tax perhaps contributed 
more than anything else since the 
World War to encourage straight think- 
ing—and to deflate specious political 
pap—concerning the finances of the 
United States Government and their 
intimate, delicate relationship to the 
affairs of the people. 

For out of the anxiety which de- 
veloped before the bill was revamped 
came one of those inexplicable events 
which permit a democracy—despite its 
excrescences and the interminable pos- 
ing of leaders of the demagogue type— 
to be a practicable form of government. 
Reason returned. The country seemed 
to sense the seriousness of the wreck 
which the boisterous clamor against the 
sales tax had wrought. The flush of ex- 
ultation over avoiding a tax gave way 
to fear of the consequences of jeopard- 
izing the result which that tax was 


needed to achieve. That fear, fed by 
tempestuous repercussions in the world’s 
financial markets, drove home the real- 
ization that “balance the budget’ was 
more than a technical phrase. It 
brought an instant of clear recognition 
of the fact that balancing a billion-dol- 
lar deficit was no child’s play and could 
not be accomplished without some sac- 
rifice by every element in the popula- 
tion. 

Mindful for the first time of the im- 
plications of an unbalanced budget, 
many of the theretofore obstructive 
forces moderated their attitudes at least 
temporarily. In that clearer atmosphere 
the House Ways and Means Committee 
repaired the damage. To replace the 
sales tax, it devised a wide range of 
miscellaneous taxes, postal rate in- 
creases, administrative changes and 
proposed economies. Not only were 
these accepted but in the final vote the 
House reversed most of its previous 
“soak the rich” decisions. It passed on 
to the Senate a bill which—whatever 
else may be said of it, and there is much 
—laid a basis for balancing the budget. 
It provided new revenues estimated at 
$1,062,900,000—one-fourth in increased 
income and estate taxes, one-eighth 
from postal rate increases, and the re- 

(CONTINUED ON PAGE 733) 


After the Moratorium, 


What? 


(CONTINUED FROM PAGE 693) 
which the coming conference at Lau- 


sanne might offer, but this probably has 
more foundation in logic or inference 
than in fact. The truth is that, whatever 
ideas on the subject may be lingering 
in the back of the minds of the Federal 
authorities all recognize the fact that 
under present financial conditions in the 
United States the American people 
would not countenance any change in 
the debt situation which was forced 
upon them and they would resent and 
resist any forcing process. 
Undoubtedly the position of Congress 
and the Administration in the matter is 
political rather than economic, but it is 
political without being partisan. The 
position assumed is the position of both 
parties, and it is based upon a whole- 
some regard for the feelings of the 
American people as they will be ex- 
pressed at the oncoming elections. The 
position is economic in that, under 
changed financial conditions in the 
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United States and with the increasing 
deficit in the budget, the people of the 
United States have come to feel the 
pinch in the increased taxes which the 
deferment of debt payments has en- 
tailed and which debt cancellation 
would continue indefinitely. Naturally 
it is rather difficult for American tax- 
payers to understand why all this sac- 
rifice should be made by the United 
States. Why not France, with its tre- 
mendous increase in wealth since the 
war? Why not Great Britain with its 
notable colonial expansion resulting 
from the war? 

In spite of world assumptions to the 
contrary, the question of inter-govern- 
mental debts is not one between the 
United States and Germany. Legally 
and morally the debts are due from 
Great Britain, France and other allies 
to the United States. That payment to 
the United States must come from Ger- 
man reparations payment is an arbi- 
trary assumption on the part of the 
debtor powers for which there is no 
ground in law or equity. Nevertheless, 
in the back of the minds of most people 
is a realization that, after all, the ques- 
tion is one of expediency rather than 
one of legal or moral obligations. 


THE POLITICAL ANGLES 


IF the position of the Government in 
Washington is based on politics, so also 
is the position of the other powers, par- 
ticularly France. Great Britain is inter- 
ested in debt cancellation only with 
reference to its general effect upon world 
business. The government in London, 
under the Young plan, receives a trifle 
more from Germany and France than 
it pays the United States. France, how- 
ever, receives more from Germany than 
it pays its creditors. Cancellation would 
mean a direct sacrifice. Hence the 
French attitude is that of uncompromis- 
ing insistence upon the fulfillment of the 
Young plan. No French government 
would dare to meet the French tax payer 
and voter on any other basis, and the 
French government faces its electorate 
on the first of May. 

Face to face with the intransigeant 
attitude of France and the United States 
is the great outstanding fact that, what- 
ever may be the faults of Germany and 
of the German people in the premises, 
Germany cannot for the present—and 
in the future will not—pay its foreign 
obligations if the latter include any ma- 
terial reparations indemnities. That fact 
might as well be realized now as after 
more years of financial uncertainty and 
economic distress. Whatever may be the 
causes of recurring German bankruptcy 
—German extravagance, high interest 
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rates paid to German creditors within 
as well as without the country, German 
resentment against its position follow- 
ing the war, German this and German 
that—the fact remains that back of it 
all is the economic position of Germany 
entailed by reparations payments, pres- 
ent or possible. Whether the German 
people cannot or merely will not carry 
that incubus, the results are the same. 

Since the attitude of the Government 
in Washington is that the debts due the 
United States are not German debts 
but debts due from France, Great 
Britain, and other Allied powers, it is 
evident that any possibility of readjust- 
ment must come through an agreement 
between France, Great Britain and other 
European debtors among themselves as 
to what they can and will do, as a pre- 
liminary to any subsequent negotia- 
tions with the Government in Washing- 
ton. Hence the Lausanne conference in 
June, and also the preliminary negotia- 
tions between France, Great Britain, 
Italy, and Germany which are essential 
if an agreement at Lausanne is to be 
possible. 


TO AGREE, BUT NOT COMBINE? 
WHAT will follow any agreement 
among the powers assembled at Lau- 
sanne, which involves a scaling down 
or cancellation of the debts, remains to 
be seen. The Administration in Wash- 
ington has already given notice that it 
will view with high disfavor any com- 
bination among the debtor nations tend- 
ing toward united action in that direc- 
tion. The idea seems to be that the 
powers can agree but not combine, al- 
though doubtless a combination to pay 
the debts would be accepted with con- 
siderable alacrity. 

There are abundant reasons why the 
American people are not ready to rush 
into debt cancellation or even debt 
modification, however necessary they 
may appear for world recovery at the 
present time. Somewhere between the 
intransigeance of Congress and perhaps 
a majority of the American people on 
the one hand and the convictions of 
world financial experts on the other, 
there ought to be some middle course 
which will afford adequate relief to 
world finances while at the same time 
protecting the legitimate interests of the 
American people. 


FEDERAL FISCAL PROBLEMS 
THE results of a special investigation 
of the complex financial problems con- 
fronting the U. S. Treasury Depart- 
ment, conducted recently by the research 
staff of the National Industrial Con- 
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sounds 
the alarm 


Progress in the development of electrical 
protective devices now makes it EASY 
to foil the bandit. Bankers Electric sys- 
tems are so unique that, by simply obey- 
ing the order of the bandit, you send out 
a call for help... . A quotation from one 
of the leading bankers’ journals reads: 


“We cannot emphasize too strongly that banks, 
particularly those in smaller communities, must 
use the strongest preventive measures to frustrate 
the attacks of bandits and burglars, for they 


always strike where resistance is weakest.’ 


In 1931, bandits attacked 545 banks! It 
is significant that none of these banks 
were protected with Bankers Electric 
protective devices. 


We will be glad to communicate with 
bank officers or to send a representa- 
tive to consult with them concerning this 
very timely subject. 


RIC 


PROTECTIVE ASSOCIATION 


60 STATE ST 
One _of the controlled companies of the 
AMERICAN DISTRICT TELE CRAPH COMPANY 


BOSTON = MASS. 


ference Board are now available too in 
monograph form under the title “The 
Federal Fiscal Emergency.” 

There are some who see in the recent 
Treasury estimates of a cumulative 
deficit, evidence of the straits into which 
Governmental extravagance can lead a 
people. But a glance at the facts, as 
shown in this study, dispels any such 
illusion. In the fiscal year ended June 
30, 1931, when the deficit already ap- 
proached $1,000,000,000, the expendi- 
tures of the Government exceeded those 
of the preceding year by 5.7 per cent 
while the ordinary receipts of the Gov- 


ernment fell short of those of the pre- 
ceding year by 20.6 per cent. 

It was straitened income rather than 
excessive expenditure that brought the 
Government into the present difficulties. 
The business depression affected alike 
expenditures and receipts, it cut down 
our imports and brought a marked re- 
duction in customs revenues, it made 
deep cuts in the income both of cor- 
porations and of individuals and in 
consequence the receipts from income 
taxes fell off $551,000,000 in the year 
ended June 30, 1931. Increased taxation 
is the only remedy, as the survey reveals. 
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NOTICE TO HOLDERS OF 


CORPORATE 


TRUST SHARES 
(Original Series) 


Inasmuch as Corporate Trust Shares, Original Series, are in bearer form, 
there are many holders whose names are not on record with any of our 
Authorized Distributors. We are, therefore, hereby notifying such co 
of the issuance of Bearer Exchange Warrants which expire June 15, 1932 


BEARER EXCHANGE WARRANTS 


Bearer Exchange Warrants, which expire June 15, 1932, have 
been made available by the American Depositor Corpora- 
tion for distribution through Authorized Distributors to 
holders of Corporate Trust Shares, Original Series. These 
Warrants are issued to evidence the right of such holders 
to a preferential exchange basis in connection with the 
exchange of their Shares of the Original Series for the new 


Corporate Trust Shares, Accumulative Series and/or Series 


AA—Distributive Type. 


Upon satisfactory evidence of ownership of Original Series 
Corporate Trust Shares, the holders may obtain Warrants, 
without cost, from any Authorized Distributor who will also 
furnish full details regarding the preferential exchange basis 
and mannerof exercise of the Warrants. The undersigned will 


furnish names of local Authorized Distributors upon request. 


These Warrants and the right expressed therein expire June 15, 1932. 


120 Wall Se New York, 


March 30, American Depositor Corporation 


About An Old Bank 


(CONTINUED FROM PAGE 696) 


transcripts from the town printing 
office. It was always an_ interesting 
hazard to open the door of this closet 
because some book or paper was bound 
to fall out and start an avalanche of the 
other contents. 

To return to the table, it should be 
mentioned that on it stood an early 
model of an electric toaster. Its flat sur- 
face upheld the dignity of a rather bat- 
tered but efficient tea kettle. Both were 
used on stormy winter days for a noon- 
time lunch of bouillon cubes and bread 
and butter sandwiches, because Dobbin 


and the sleigh did not come until after- 
noon on winter days to take the clerk 
home through the high-piled drifts. 

In that era Mousseline the Mouse 
thrived on crumbs from this banquet 
of the solitary clerk, even venturing 
forth during the meal, so eager was she 
for the tid-bits. Her large and elegant 
ears quivered with excitement as she 
propelled her tiny body across the floor, 
whisking out of sight in a flash at a 
sign of recognition from her fellow 
diner. 

But the thing of greatest importance 
about this room was not in the room at 
all. It was outside, near the window 
that looked out over the planing mill 


and across the river to the east hills. 
This object was the grandfather elm 
tree, and in summer it was the cool 
shade his majestic bulk afforded and the 
welcome breeze that his million little 
leaves sent in through the window that 
made this back room such a haven. 

One of the last of the old banks of 
New Hampshire. Now we are down- 
stairs, far from the Olympic heights and 
gods of earlier days. We have mahog- 
any furniture and plate glass, but * 
Mousseline is gone and, so too, are the 
geraniums. But we still have the grand- 
father elm. 


The Banker and the 
Motor Car Dealer 


(CONTINUED FROM PAGE 684) 


duction of the past two years and more 
and the steadily increasing replacement 
needs are the increasingly hopeful signs 
for the future in this major industry. 

General business recovery depends in 
large measure upon the motor car in- 
dustry, and the peculiar conditions of 
the year emphasize the importance of 
local dealer organizations in 1932 and 
of local banking and financial help for 
these retailers. Consider, for example, 
that of the gainfully employed through- 
out the country, one worker in 10—or 
more than 4,000,000 in all in a normal 
year—is dependent on the industry for 
a livelihood, that automotive plants are 
located in 41 states with widespread 
distribution of employment in more 
normal times, that all states contribute 
raw material to motor car manufacture, 
and that the steel, rubber, petroleum 
and other basic industries are largely 
dependent on motor production. 

Nearly two-thirds of all new motor 
cars are bought by persons with incomes 
below $3,000 annually, and more cars 
are purchased by those with incomes 
under $1,400 than by those having in- 
comes of over $6,500. Also, 85.7 per 
cent of all cars sell under $750 whole- 
sale. Farmers own 26 per cent of the 
trucks and 18 per cent of the passenger 
cars, and 57 per cent of the 26,000,000 
motor vehicles in use last year were on 
farms or in towns with population un- 
der 10,000. 

And, according to a recent computa- 
tion, motor vehicles in 1931 paid nearly 
10 per cent of all government taxes— 
Federal, state and local—or a total of 
$1,030,000,000. This was equivalent to 
practically one-fourth of the total ex- 
penditures by the Federal government 
alone last year. And with increased 
taxes, 1932 figures will be even greater. 
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A Health Plan 
for the Well- 
Managed Banker 


(CONTINUED FROM PAGE 694) 


and sex. It cannot all be told in a few 
hundred words. 

There are a few general rules which 
apply to almost everyone and are al- 
ways wrong for a few. Life is an in- 
dividual matter. 

Few, if any, can prosper on a strictly 
vegetable diet; an exclusively animal 
food diet is much less dangerous and fits 
the needs of a few persons to perfection. 
One’s instinct, though it goes sadly 
astray in some cases, is better than any 
fad; there is a best diet for everyone 
that should be ascertained; it should be- 
come habitual and then the less said 
and thought about it the better. 

Ever so often most people would 
profit by a complete moratorium on all 
tules. The proper diet can be most en- 
joyable and the profits in repose and 
security are great. Water should be 
drunk before meals but not during or 
afterward; a drink of hot water for a 
tired man, with five minutes rest upon 
a blanket, flat upon the floor, before 
dinner, is worth more than two cock- 
tails, and it does not leave one flat 
later. 

A big breakfast, a small lunch, and 
less dinner is a good guide seldom fol- 
lowed. Eat nothing when tired, worried 
or angry. Simplify meals; avoid pickled, 
smoked and spiced food. Starch and 
sugar are hexatomic alcohols; they give 
quick energy but are common sources of 
indigestion, obesity and worse. 

The next fad in dietetics is likely to 
be monomeals—i.e., one kind of food 
at each meal, for example three eggs for 
breakfast, three oranges for lunch and 
three chops for dinner. 

Each fad contains a grain of truth 
puffed up with noise and wind; like pop- 
corn expanded by heat and much noise, 
it looks well. Get your massage from 
your masseur but get your diet from 
your doctor. 

Exercise is useful in three ways: (1) 
entertainment, (2) organic stimulation 
and (3) structural improvement. The 
most important of these is entertainment 
because it helps, as a rule, to bring the 
other results in its train. 

Golf is at its best when played for 
fun, even with its moments of despair. 
It is bad for the man who makes it a 
gambling game, even if he is a gambling 
addict. It is bad for the man who plays 
too tensely, and especially bad for one 


WRITE RAPIDLY AND RIP 
OUT OF THE BOOK 


Most people handle their checks as though following the direction, “write 
rapidly and rip out of the book.” The checks supplied by your bank must meet 
conditions which require unusual qualities in paper. 

Hammermill Safety Paper has the strength to stand rough handling. It also 
has appearance, durability, writing surface, and two safety features, the highly 
sensitized surface design and the water mark in the body of the paper itself. 
Hammermill makes only one grade of safety paper, the best that it can produce, 
made from raw material to finished product in one mill under the control of 
the finest laboratory in the paper industry. 

Checks constitute the largest item of bank stationery. The selection of the 
right check paper is important. We are ready to cooperate with any bank 
official interested in obtaining facts that will assist him in selecting check paper. 
We have prepared a “test tube” of samples of Hammermill Safety Paper, con- 
taining full size sheets to be used for testing, and suggestions for making your 
own practical tests. This “test tube of Hammermill Safety” will be sent with- 


out charge to any bank official. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 


who cannot stand the physical cost, and 
the man who worries about his non- 
audited health status. Every year this 
very good game gets the blame for a 
number of fatalities which should be 
laid at the door of stubborn, neglectful 
ignorance of the player. 

The best golf has the ease of skill, the 
skill of ease, the smooth power of self- 
assurance, a calm philosophy of con- 
fident tomorrows and the bubbling boy- 
hood of perennial youth somewhere 
within the golfer himself. Golf and busi- 
ness often mix well because golf gives 
opportunity for men to know each other 
on fundamental planes which are the 


cleanest. It always builds up a man 
where he lives, in his older, more organic 
processes of body and mind. 

Golf will not cure protuberant ab- 
domens, thin chests or slumping shoul- 
ders as quickly and as well as exercises 
properly prescribed to meet his indi- 
vidual needs. The wisest men know and 
use these and other exercises. In fact 
they know more and have more in the 
several departments of life and living, 
in terms of personal power and serenity 
unguessed by the uninitiated. 

An audit is profitable to a business, 
a bank and a banker. And a health plan 
brings definite returns. 
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Reorganizing Closed Banks 


(CONTINUED FROM PAGE 714) 


made in the discretion of a majority of 
the board of directors. New deposits 
and new assets are segregated from as- 
sets belonging to a bank prior to its 
closing for the protection of the deposi- 
tors and creditors holding claims 
against the respective assets. 
A state bank in Ohio uses a plan 
which is summarized as follows: 
Depositor agrees to waive 40 per 
cent of his claim without interest, 
and to accept payment of interest 
at the rate of 4 per cent on the re- 
maining 60 per cent of his deposit. 
The assets of the bank to the extent 
of said 40 per cent are to be trusteed 
for the benefit of depositors, and the 
proceeds therefrom to be paid from 
time to time to depositors until liqui- 
dation is completed. Stockholders do 
not participate in dividends until de- 
positors are paid in full. Undivided 
profits are credited to trust fund. 
Provision is made that entire capital 
stock be trusteed without releasing 
stockholders from liability. Stock- 
holders agree not to make transfers 
for purposes of evading such liabil- 
ity. Sixty per cent of deposits which 
are not trusteed shall be released in 
such amount and at such time as 
may be decided upon by a joint com- 
mittee of directors and depositors. 
The office of the comptroller of the 
currency in the last several years has 
approved a great number of reorgan- 
izations, hardly any two of which have 
been identical as to details. The experi- 
ences of this office set forth in a recent 
letter of Hon. F. G. Awalt, Deputy 
Comptroller, should prove very help- 
ful. He writes as follows: 


“The basic principles of any of such 
plans have been first, the restoration of the 
suspended bank to solvency, and second, 
the recapitalization of said bank or the 
organization of a new bank for the purpose 
of acquiring the assets and assuming the 
liabilities of said suspended bank. The 
manner in which this is accomplished in 
each case depends upon the circumstances 
and the ability of the parties interested in 
raising the necessary funds. We have re- 
cently, in view of conditions, approved 
waiver plans, by which the creditors 
definitely write off a certain percentage of 
their claims to accomplish the restoration 
of the bank to solvency. Such plans have 
been used very generally by the state bank- 
ing departments in most of the states. 

“We, frankly, do not regard reorganiza- 
tions by waivers on the part of creditors 
as desirable. We fear that banks which re- 
organize under such a plan do not retain 
the good will of their customers and that 
such banks cannot hope to. attract a great 


amount of new business. We have not been 
following such plans for a sufficient length 
of time to have arrived at any definite 
conclusion in this respect. In a few in- 
stances we have had banks which have 
re-opened under such plans fail a second 
time, but we do not know whether the fact 
that waivers were used is responsible for 
their second failure. 

“The plan which we have used most suc- 
cessfully is what is known as the ‘Spokane 
Plan.’ This plan contemplates the sale of 
good and acceptable assets to a going bank 
in the same community for an amount 
sufficient to enable the receiver to pay a 
substantial first dividend to the creditors, 
such payment being made by credit on 
the books of the purchasing bank subject 
to immediate withdrawal, or on such terms 
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as may be agreed upon by the individual 
creditors. Of the assets so purchased, the 
bills receivable are taken at face value, 
plus accrued interest, the securities are 
purchased at market value and the real 
estate at an appraised value. The assets 
not sold remain in the receiver’s hands and 
the proceeds thereof, together with the pro- 
ceeds of a stock assessment are available to 
the purchasing bank in exchange for accep- 
table bills receivable purchased by it. In 
this way the purchasing bank is protected 
for a reasonable length of time against loss 
in the assets so purchased. It has been our 
experience that a substantial percentage of 
the deposits so set up on the books of the 
purchasing bank remain with that institu- 
tion. In fact, the most recent case, that of 
the sale of a portion of the assets of the 
Bank of Pittsburgh, to the First National 
Bank of Pittsburgh, was most satisfactory 
to the purchaser in that it lost only about 
5 per cent of the credits set up on its 
books.” 


Symptoms Revealing the Bankrupt 


(CONTINUED FROM PAGE 701) 


The other cause which shouts its 
warning to the banker is the personal 
extravagance of the applicant. Sumptu- 
ous living and bank loans are an emul- 
sion which no banker should encourage. 
Before reaching into the higher strata 
of livelihood the applicant should have 
earned the income to make this high 
standard possible and demonstrated a 
capacity to live sufficiently within it to 
accumulate an ample protective equity 
in his business. 

Here, then, are the six definite and 
direct danger signals which the average 
client waves at his banker: 


. The failure to keep adequate records 
of his business. 
. The failure to take inventories. 
. A large proportion of business done on 
a credit basis. 
4. Heavy losses on credit business. 
5. Speculation outside business. 
6. Personal extravagance. 


It is significant that the investigators 
in a number of cases placed the responsi- 
bility for losses on the creditors for their 
failure to note certain of these signs 
which shouted for recognition before 
credit was granted. 

The banker may be interested to know 
that one cause very prominently men- 
tioned in the past as cause for failures 
has been unduly exaggerated. Tius is 
the lack of capital. It is the result of ap- 
plying to business ailment a discern- 
ment similar to that of the amateur 
coroner who pronounced the cause of 
death to be a failure of the victim’s 
heart to continue beating. Unquestion- 
ably at the time of failure there is a lack 
and often a total absence of capital. 

This is not the cause of failure but 


rather one of the inevitable consequences 
of other cardinal causes. Poor business 
methods and defective business judg- 
ment combine to dissipate capital energy 
and leave the enterprise in a weakened 
condition. The existence of any capital 
at the end itself implies an excess of as- 
sets over liabilities. As we have already 
indicated, this condition rarely obtains. 

The banker’s stake in business fail- 
ures may be noted from the contribu- 
tion which he makes to the original 
capital of these enterprises and his posi- 
tion as a creditor at the time of failure. 


SOURCE OF CAPITAL OF FAILED 
BUSINESS ESTABLISHMENTS 
Banks 18.2 per cent 

Owner 45.2 
Wholesalers, Jobbers 
and Manufacturers 
Friends or Relatives 
Fixtures Bought on 
Installment Plan 
All Others 


16.9 
11.3 


4.8 
3.6 


CREDITORS AT TIME OF FAILURE 
Banks 20.2 per cent 
Wholesalers, Jobbers 

and Manufacturers 
Individuals 
Taxes, Rent, etc. 
All Others 


35.8 
15.1 

6.6 
22.3 


The causes of failure here mentioned 
operate during prosperity no less than 
during depression. When business is 
booming, abuses of sound principles may 
continue longer without exacting retri- 
bution. Even during 1928 and 1929 the 
liabilities of bankrupt enterprises ap- 
proached an annual aggregate of $600,- 
000,000. Undoubtedly hard times push 
some individuals and some concerns to 
that legal confession of inability to pay 
which constitutes bankruptcy. 


730 A 
4 
c 
a 
Cl 
i 
0 
a 
it 
Cc 
1 
t 
fi 


AMERICAN BANKERS ASSOCIATION JOURNAL for MAY, 1932 


Behind the Bond News 


(CONTINUED FROM PAGE V) 


covered last summer, American banks 
and banking houses made substantial 
cash advances, other than acceptance 
credits, to many foreign countries pend- 
ing the return of market conditions fav- 
orable for long-term financing. It is not 
possible to know what the aggregate 
amount of these cash advances was, but 
it cannot be gainsaid that they in- 
creased importantly in both 1929 and 
1930. 

The figures show, on the other hand, 
that Britain’s short-term advances for 
foreign account not only did not in- 
crease, but actually declined. The 
Macmillan report states that in the year 
ended December, 1929, sterling accep- 
tances on foreign account declined from 
£200,509,000 to £175,677,000, a drop 
of £24,832,000. As in the case of the 
United States, it is not known what 
Britain did in cash advances that year, 
although the evidence afforded by its 
acceptance business would seem to in- 
dicate that this type of advance also 
declined. It is Britain’s contention that 
she was not able to fill her normal réle 
in foreign financing because of the 
credit and tariff policies of the United 
States and France. There is much to be 
said for this contention, but at the same 
time the charge is not fair that Ameri- 
can bankers did not make a strong 
effort to preserve exchange equilibrium 
by doing in the short-term field what 
could not be done in the long-term 
market. 


FOREIGN SHORT-TERM BALANCES | 


WE come now to a consideration to 
which insufficient weight is given by 
foreign critics of this country’s foreign 
loan activities. It is a condition over 
which this country had utterly no con- 
trol. This was the virtual nullification 
of the effects on the exchange market of 
America’s foreign lending by the heavy 
inflow of foreign short-term balances 
to this market. The exact data on what 
this inflow amounted to have been 
gathered by the Federal Reserve but are 
not publicly available. 

For evidence on this trend one must 
depend on a few figures that are made 
public. We know that dollar acceptances 
bought by foreign central banks 
through the Federal Reserve increased 
in 1929 from $325,000,000 to $548,000,- 
000. On the assumption that the in- 
crease in this type of acceptance pur- 
chase was due to the inflow of fresh 
funds from abroad, it can be seen that 
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the operations of foreign banks of issue 
were enough to counterbalance, with a 
margin to spare, the known $204,000,- 
000 increase in foreign short-term lend- 
ing by American banks. 

Last year when the Federal Reserve 
was trying rather desperately to encour- 
age exports of funds on both short and 
long term and to discourage further 
capital imports, its labors were set at 
naught by the continued inflow of for- 
eign money. Early in May, 1931, the 
Federal Reserve Bank of New York cut 
its re-discount rate to 114 per cent, the 
lowest figure in central banking an- 


nals, in an effort to ward off further 
imports of foreign funds and to induce 
foreigners to take their funds home. 

Just how much success the System 
had in this endeavor is evidenced by 
the fact that when Great Britain left 
the gold standard in September, foreign 
central banks alone had some $1,800,- 
000,000 of funds here, according to fig- 
ures from Basle. If these funds had 
been repatriated the effect on the dollar 
would have been the same as nearly 
two years of foreign lending at the 
1925-1928 average. 

If foreign countries insist, as they did 
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up to September of last year, in sending 
their funds to this country for safe- 
keeping, the abnormal strength of the 
dollar can be attributed not so much to 
the erratic lending habits of the United 
States as to the grave political and 
financial unrest which grips the world. 
It is as if the world wanted the United 
States to supply it with working capital 
and then underwrite its deposits. The 
lending policy of this country cannot be 
attacked with impunity so long as the 
rest of the world will not take home and 
employ the funds it has. A start was 
made in that direction last September, 
but then it was too late. 
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EDITORIALS 


(CONTINUED FROM PAGE 687) 


Worse and More of It 


THE trick of history which placed 
control of public finances where no one 
in particular could be held accountable 
is responsible for a good share of our 
present and prospective difficulties. It 
explains a feeling on the part of many 
Senators and Representatives today that 
they must vote for full payment of the 
veterans’ bonus at a time when they cer- 
tainly realize that such action would be 
disastrous. There may be some justifica- 
tion for the frequently expressed hope 
that Congress cannot always ignore the 
great weight of public opinion, but the 
trouble is that public opinion cannot in- 
variably be relied upon to understand 
the country’s fiscal problems. In fact the 
attitude of many citizens toward the 
Federal Treasury is like that of a child 
toward the story-book town where 
houses were made of sugar and the 
streets paved with fudge. They believe 
that the Government makes the money 
and can make all it wants. 

The purpose of Section 7, Clause 1 
of the Constitution was to protect the 
people from the extravagance of the 
executive. In actual practice it has al- 
ways been the executive who can be 
found fighting on the side of economy 
against the reckless spending proclivities 
of the people’s representatives. The rea- 
son for this is that the President sym- 
bolizes the national viewpoint and his 
political fortunes depend largely on his 
success in effecting economies on a na- 
tional scale. The political fortunes of a 


surplus funds. GMAC obli- 
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It would be extremely unwise if Lon- 
don and New York copied Paris by 
infusing foreign loans with politics. But 
from the French example there can be 
gained the lesson of the virtues of re- 
straint in foreign lending. For govern- 
mental control we can substitute volun- 
tary restraint, because only in that way 
can the reputation of banking houses be 
built up and maintained and the in- 
terests of both creditor and debtor be 
best served. And in spite of the num- 
erous defaults and the criticism of 
American international bankers voiced 
in Washington, we must inevitably re- 
sume foreign lending. 
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member of Congress often depend on his 
getting as much for his constituency as 
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possible. 


Debts and Reparations 


“LONDON is a man’s town,” wrote 
Henry Van Dyke, “‘there’s power in the 
air; and Paris is a woman’s town, with 
flowers in her hair.” In politics and 
frequently in finance, France is a co- 
quette against whom the instinctive 
sportsmanship and masculine business 
sense of America and England have lit- 
tle defense. The French people, in com- 
mon with the rest of Europe, do not 
want to pay their debts to the United 
States. England, at least, knows why 
she does not want to pay, but France 
just stamps her foot and pouts. 

Flattery failed to move Washington 
in the years just after the war, tears 
failed and now we are in for it. For the 
second time within a half year, the well- 
trained anvil chorus of several dozen 
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little four-page newspapers in Paris has 
launched a noisy campaign against the 
United States. The first occurred six 
months ago and was the overture to 
Premier Laval’s visit to the United 


States and the latest bit of roguishness | 
is timed with the arrival of Ambassador | 
Mellon in London, the departure of | 


Secretary Stimson for Europe and pre- 
parations for the Lausanne conference. 

The unfortunate thing about these 
episodes is that they strengthen a feel- 
ing in this country that France would 
like to throw the United States off the 
gold standard whereas they are merely 
mischievous attempts to put us in a 
mood to forgive and forget the debts. 

Similar methods almost brought Eng- 
land to terms before Chancellor Snow- 
den struck back. It matters little that the 
Bank of France apparently has tried 
from time to time, without success, to 
discourage these tactics. One thing is 
certain—America cannot reply in kind 
for our newspapers would not print de- 
liberately false reports of France and 
French institutions, even in the name 
of patriotism. 


The Tax Fight to 
Balance the Budget 


(CONTINUED FROM PAGE 726) 
mainder from taxes on a wide range of 
luxuries’ sales and business transactions 
—and pledged $200,000,000 of econo- 
mies below the expenditure level fixed 
in the original 1933 budget. 

The country breathed a sigh of relief 
and, consistent with accepted standards 
of human conduct, went blithely back 
to its sniping at particular provisions 
of the bill during the course of its con- 
sideration in the Senate. In view of re- 
cent events it is unlikely that the criti- 
cisms again will assume sufficient pro- 
portions to compel the revamping of the 
basic provisions a second time. There 
is small appetite for re-opening the 
issue of whether the budget is to be 
balanced. That gives rise to the belief 
that the Senate, while-it may change a 
rate or shift an excise tax from one ar- 
ticle to another, will not alter again the 
fundamental characteristics of the bill. 

It is not impossible, however, that the 
mounting demand of recent months for 
balancing the budget more by econ- 
omies and less by increased taxes may 
compel the voting of additional budget 
cuts, with consequent easing of the 
scope and rates of proposed taxes. 

The spending side of the 1933 budget 
is an interesting study in itself. When 
submitted by the President and the 
Budget Bureau, it contemplated appro- 
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priations $369,000,000 under the 1932 
level. This saving represented some 
moderate retrenchment of operating 
costs, but much more largely the lapsing 
of non-recurrent emergency items and 
the postponement of items—such as for 
payment of bonus loans—which may 
have to be financed in the first de- 
ficiency bill after the election. From 
that standpoint, although they are ma- 
terial factors in balancing the budget 
at the moment, many of the “econ- 
omies” embraced in the $369,000,000 
are ostensible rather than real, although 
no claim that they are otherwise has 
been advanced in their behalf. 

In passing the revenue bill, the House 
promised further retrenchment of $200,- 
000,000. Of this amount, $113,000,000 
had been achieved in supply bills al- 
ready passed. Considerable portions of 
the $113,000,000—such as the reduc- 
tion by another $50,000,000 of the 
amount for veterans’ loans—are paper 
economies and not real reduction of 
expenditures. Just where the additional 
$87,000,000 was to come from—and the 
Secretary of the Treasury had expressed 
skepticism on that point in appraising 
the House bill—had not been deter- 
mined upon in early April. 

Perhaps the greatest virtue of the 
proposed law is the hidden one of bring- 
ing the issue of Federal expenditures 
into the open where it may be generally 
understood and dealt with appropri- 
ately. Free spending for purposes of 
doubtful propriety or value has been 
encouraged out of all reason in the past, 
for a time by the presence of Treasury 
surpluses so large that any proposed 


expenditure seemed insignificant, and 
more recently by financing expenditures 
through debt rather than tax transac- 
tions, tending to obscure the fact that 
every dollar which the Government 
spends has to be earned and paid in 
taxes by someone either now or later. 


CONVENTION CALENDAR 


DATE STATE 
1932 ASSOCIATION PLACE 
May North Carolina Pinehurst 
May Texas Austin 
May New Jersey Atlantic City 
May New Hampshire Manchester 
May New Mexico Taos 
May Oklahoma Tulsa 
May Missouri Excelsior Springs 
May Pennsylvania Pittsburgh 
May Maryland Atlantic City 
May Alabama Mobile 
May Indiana Indianapolis 
May Kansas Kansas City 
May Illinois Springfield 
May Tri-States Convention 
(Mississippi, Arkansas, Tennessee) 
Memphis, Tenn. 
Fairmont 
San Francisco 
Watertown 
Columbia 
Jacksonville 
Oregon Eugene 
Washington Pullman 
District of Columbia 
Hot Springs, Va. 


May 
May 
June 
June 
June 
June 
June 
June 


West Virginia 
California 
South Dakota 
South Carolina 
Florida 


Idaho 

New York 
Minnesota 
North Dakota 
Colorado 
Utah 

Maine 
Iowa 
Wisconsin 
Virginia 
Connecticut 
Michigan 


June 
June 
June 
June 
June 
June 
June 
June 
June 
June 
June 
July 


Rye 

St. Paul 

Grand Forks 
Evergreen 

Salt Lake City 
South Poland 
Des Moines 
Milwaukee 

Old Point Comfort 
New London 
Mackinac Island 
July Montana Glacier Park 
Sept. Wyoming Rawlins 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 


June 6-10 A. I. B. Convention 

Los Angeles, Cal. 
Tenth Regional Trust 
Conference 


Sept. 29-Oct. 1 


Los Angeles, Cal. 
3-6 A. B. A. Convention 
Los Angeles, Cal. 


Oct. 
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Here is a 


NEW BOOKLET 


for BANKERS 


Wee telling national ad- 
vertisers about “Banker In- 
fluence”. 

In advertising and sales mag- 
azines—in direct mail—and in 
personal calls, we stress to indus- 
trial accounts the importance of 
talking to Bank Officers and Bank 
Directors. 

To prove our point of just how 
important JOURNAL readers 
really are we have analyzed 150 
large companies and corporations. 
We’ve counted the number of di- 
rectors in these companies who 
have definite banking connections. 
It really surprised us how many 
there are though we’ve known all 
along that Banker Influence is in- 
creasing steadily. 


HE JOURNAL offers a paid 
circulation of 34,000. It 
reaches 15,000 Banks representing 
over 94% of the banking capital of 
the country—in addition it goes to 
18,000 officers and directors. An 
important market and one no ad- 
vertiser can afford to overlook. 


In this little booklet (which 
we'd like to send you) 29 com- 
panies are shown—together with 
our conclusions of how to reach 
these directors. 

Perhaps you have companies 
which need Banker good will and 
influence. Perhaps we can be help- 
ful with regard to advertising or 
sales policies, for our contacts with 
industrial accounts have given us 
a huge fund of facts and figures. 
If we may be helpful in any way 
there’s no obligation of course. 

The booklet is called “What is 
this BANKER INFLUENCE?” 
and it’s yours for the asking. Just 
address the Advertising Depart- 
ment. 


MERICAN BANKERS 


Association 


JOURNAL 


22 East 40th St. New York 


ALDEN B. Adv. Mgr. . . . . New York 
J. Howarp SNow ....... . New York 
ROBERT KNEEBONE . . 230 N. Michigan Ave., Chicago 
R. J. Birco & Co. . . Los Angeles and San Francisco 
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This Month’s Contributors 


ESPEY ALBIG is Deputy Mana- 

e ger of the American Bankers As- 

sociation and Secretary of the Savings 

Division. This is his second and con- 
cluding article on country banks. 


GEORGE E. ANDERSON makes it 
his business to keep in close touch with 
Washington legislative and financial 
trends. He lives in Washington and is a 
frequent contributor to the JOURNAL. 


JAMES E. BAUM is Deputy Mana- 
ger of the American Bankers Associa- 
tion in charge of the Protective Section 
and is Secretary to the Insurance Com- 
mittee. 


JOHN HANCOCK CALLENDER 
knows about buildings practically from 
his association with a prominent New 
York architectural firm and as a former 
editor of Architectural Record. 


C. WARD CRAMPTON is director 
of the Diagnostic Health Clinic, Post 
Graduate Medical School and Hospital 
in New York City. 


W. S. COUSINS made a survey of 
bank directorships for the JOURNAL. He 
has had long experience in financial 
writing and was formerly financial edi- 
tor of the International News Service. 


MORRIS EDWARDS is an ex-Hoo- 
sier, now a Washingtonian, and is in the 
thick of the tax and budget question in 
his work in the finance division of the 
U. S. Chamber of Commerce. 


WILLIAM P. HELM is a Washing- 


ton journalist with a record of success | 
in telling the story back of the news | 


both in the United States and abroad. 


L. INGELSTROM was the lone clerk 
of the old bank in Peterborough of 
which she writes. 

JOSEPH STAGG LAWRENCE, a 
frequent contributor, makes it his busi- 
ness to write of important financial 
questions both in books and articles. 

HERBERT MANCHESTER is a 
writer on the historical background of 
economics. 

ALFRED REEVES is vice-president 
of the National Automobile Chamber 
of Commerce. 


GILBERT T. STEPHENSON is 
vice-president of the Equitable Trust 
Company of Wilmington, Delaware. 

H. N. STRONCK is a consultant on 
problems of bank management. Chicago 
is his headquarters. 


THOMAS B. PATON, Jr. is Assis- 
tant General Counsel of the American 
Bankers Association. 


Increase the Liquidity 


of Mortgage Holdings 


Now is the time to make mortgages more marketable by applying 
for a Mortgage Title Insurance Policy for every loan. 

It will save valuable time and trouble in reselling or borrowing 
against mortgage securities because a Mortgage Title Insurance 
Policy isa guaranty against loss through defect in the title. 


We insure titles to real estate 


States. May we send details as to how our services will meet 


your requirements? 


located anywhere in the United 


YORK TITLE 


AND MORTGAGE COMPANY 
Capital Funds over $60,000,000 
135 Broadway, New York 


SECURE AS T 


Banker-Farmer 


W. S. Guilford, of the trust depart- 
ment of the California National Bank, 
Sacramento, spoke recently before agri- 
cultural students of the University of 
California, describing the value of co- 
operation between bankers and farmers. 


= 


“Select your banker carefully,” said 
Mr. Guilford. “Make the banker your 
life-long friend and a big asset in your 
business. Insist that your banker start 
a credit file for you, and furnish him 
with information to keep your financial 
history complete.” 
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How Many Can You Answer? 


These questions were taken verbatim 


from the examination requirements 
of the American Institute of Banking 


1. X agreed in writing to purchase ten 


shares of stock from the promoters 
of the A corporation for $1,000. Be- 
fore the corporation was organized, 
X notified the promoters to cancel 
his subscription. Later the A cor- 
poration sued X for the $1,000. 
The stock was then worth $900 on 
the market. Should the A corpora- 
tion recover $1,000, $900, $100 or 
nothing? Give reasons. 


. John Smith, a gentleman of leisure, 
gives a banquet to ten of his friends 
at a total cost of $1,000. Henry 
Brown, a manufacturer, who main- 
tains in his plant a restaurant for 
his employees, spends $1,000 in one 
day for dinners for 2,000 of his 
employees. Compare the economic 
results of the two expenditures. 


. After the maturity of a negotiable 
instrument which had not been duly 
presented, the defendant indorser 
admitted his responsibility which 
he shared with others. Did the mak- 
ing of such an admission constitute 
a waiver of presentment and notice 
of dishonor and therefore excuse 
the holder from duly making pre- 
sentment and serving notice of dis- 
honor to this indorser? 


. Jones, a real estate broker, made an 
exchange of real estate between 
White and Green. He had been em- 
ployed by both to find a buyer for 
the one and a seller for the other. 
Without the knowledge of either, he 
charged a commission to both and 
now seeks to recover from both. 
May he? 


. Company X borrows $100,000 as 

follows: 

Trade Acceptances for mer- . 
chandise $ 25,470.00 
17,530.00 


Knowledge is power, in bank- 
ing as in other lines of pur- 
suit. These questions pertain 
to ordinary, every-day bank- 
ing practice. You think you 
know the answers, but do 
you? Try them and see. Per- 
haps, too, they may provide 
an interesting and instructive 
half hour or longer for other 
members of your bank’s staff. 

This is the third set of ques- 
tions published recently in 
the JOURNAL. Others ap- 
peared in March and April. 


Notes to officers of Com- 


Note to A National Bank 
(secured ) 

Note to B State Bank (un- 
secured ) 


Company Y borrows $100,000 as 
follows: 
Accounts payable 


Note to B State Bank (un- 
secured ) 


Assuming that other conditions are 
similar in each statement, which 
company is following the better 
principle? What makes you think 
so? 


. The holder of a negotiable promis- 


sory note indorsed it in the follow- 
ing manner, “I hereby assign all of 
my right, title, and interest to John 
Green. George White’. At maturity 
the maker refused to pay, claiming 
as a defense, lack of capacity. The 
holder sues George White. Should 
recovery be allowed? 


7. (a) What physical conditions of 


the United States have assisted us 
in our industrial development? 

(b) What factors determine the 
value of land? 


. What is the usual practice regard- 


ing lost certificates or bonds? 


. A sold ten shares of the United 


States Steel Corporation to B, but 
in delivering the certificate he for- 
got to indorse it. B tries to get the 
stock transferred to his name but 
without success, since it is not in- 
dorsed by the former owner. What 
are his rights? 


. “Persons engaged in marketing and 


merchandising are unproductive. 
They are mere parasites upon the 
real producers of wealth”. Do you 
agree? Explain why or why not. 


(a) Name as many kinds of quali- 
fied acceptances as you can remem- 
ber. 

(b) If the drawee of a bill of ex- 
change refuses to accept the instru- 
ment for the full amount but offers 
to accept for one-half the amount, 
can the holder recover the full 
amount from the indorsers? If so, 
what steps must he take first? 


. It is claimed that rent does not en- 


ter into prices. Do you agree? Why? 
or why not? 


. (a) Name four requirements for a 


good system of taxation. 
(b) Discuss one tax from the point 
of view of these requirements. 


. Jones was the holder of a note signed 


by Rosenberg for $2,000. At matur- 
ity Rosenberg offered to pay $500 
cash and give Jones a new note for 
$1,500. Was there any considera- 
tion for the $1,500 note? Explain. 


. (a) Why is the problem of farm 


management full of difficulties? 

(b) Point out two ways of lessening 
the evils threatened by the rapid 
use of (1) our timber; (2) our pe- 
troleum. 
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